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PROCEEDI NGS

EXECUTI VE DI RECTOR FERM N: If the neeting could
come to order. This is a Regular Meeting of the California
Horse Raci ng Board on Thursday, June 22nd, 2006 at the UC
Davis Veterinary Medical Instructional Surgery Facility, in
Davi s, California.

Present at today's neeting are Chairman Ri chard
Shapiro, Vice Chairman Marie Moretti, Conmi ssioner WIlliam
Bi anco, Comm ssioner John Harris.

One of the things that we're going to do is to go
into Executive Session and we're going to do it right here
because it probably won't be very long. W've said that
before, but | really think that that's very accurate today.

So we're going to request that we clear the room
and then we will start the neeting up as soon as we've
fini shed our Executive Session. Thank you.

(Thereupon, the Board adjourned to

convene the Executive Session.)

CHAI RPERSON SHAPI RO: Good afternoon to everybody
and thank you to everybody at UC Davis for hosting us. For
t hose of you who have not had a chance to tour around a
little bit, we were lucky enough to do that and had a

wonder ful tour of the Laboratory and it's truly amazing with
the instrument testing and the technol ogy. And then we were

able to see a horse on a horse treadm ||, which is the nost
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amazing thing |I've ever seen to stand next to a horse and
watch it galloping full strike. And it's wonderful and,
again, thank you to everybody from UC Davis.

The first order of business is a discussion action
by the Board on the approval of m nutes for the special
tel econference meeting on May 15th. Are there any conmments,
any changes?

If not, I1'lIl entertain a motion for approval

VI CE CHAI RPERSON MORETTI : So noved.

CHAI RPERSON SHAPI ROC: Second?

COMM SSI ONER HARRI' S:  Second.

CHAI RPERSON SHAPI RO:  All in favor?

(Ayes.)

CHAI RPERSON SHAPI RO: They' re approved.

The next itemis discussion and action by the
Board on approval of the minutes for the regular nmeeting on
May 25t h.

I do have a couple of corrections to those
m nutes, if |I can find them On page 2 of 7 -- well, page
7, on the second line | believe that this is an issue
dealing with the synthetic surfaces. It should read

"Hal pern stated CTT had not heard any concerns and indicated

the Board should not stop and nmove forward.” It reads
reverse. I'd like to make that correction.
And lastly, | would like to correct that | do not
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bel i eve that notion was unani nously carri ed. I believe it
was carried four in favor and one abstention.

Are there any other corrections, changes,
additions?

There being none, all in favor?

(Ayes.)

CHAI RPERSON SHAPI RO:  The next itemis the
di scussion and action by the Board on the Application to
Conduct a Horse Race Meeting of the San mateo County Fair.

Hel | o, Jacki e.

STAFF SERVI CES MANAGER | WAGNER: Good afternoon
Commi ssi oners, Jacqueline Wagner, CHRB staff.

The application before you is fromthe San Mateo
County Fair and they are proposing to run a -- conduct a
race nmeeting from August the 9th to the 23rd, which is 12
days, the sanme nunber of days that they ran in 2005. They
are proposing to race a total of 114 races, which is one
more race than they ran in 2005.

They will be racing Wednesday through Sunday, with
nine or ten races per day on Wednesday, nine races on
Monday, Thursday, and Friday, and ten or 11 races on
Sat urday and Sunday. They're proposing a 1:45 p. m post
time and a 12:45 p.m post time for the Pacific Classic Day.

We have received all the informati on necessary for

this application, staff would recommend that the Board
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approve the application as presented.

And | do believe we do have representatives in
case there are any questions.

CHAlI RPERSON SHAPI RO.  Thank you. Does anybody
have any questions or coments on this?

COWM SSI ONER HARRI S: Maybe |I'm m ssing somet hing
but they show a stake schedul e for Arabians, nules and
quarter horses, but none for thoroughbreds. Are there sone
t horoughbred stakes at that neeting?

MS. THURMAN: Bernie Thurman from the San Mateo
County Fair. We've never had thoroughbred stakes for the
past five or six years, just breed stakes. W have to kind
of watch our purse budget very carefully.

COMM SSI ONER HARRI S: I wondered why ny horses
didn't ever have any --

MS. THURMAN: It's the nules.

COVWM SSI ONER HARRI S: No, take a | ook. I nmean, it
is a very good thing for breeders to consider having sone
stakes, even if they're fairly |low purses, as long as they
qualify for black tie because that hel ps the overal
prograns in California.

CHAlI RPERSON SHAPI RO:  \While you're here, if | can
ask you a couple questions. I read the application and what
I don't see here is what differentiates this, really, from

race days at Bay Meadows. I understand there's a fair next
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door, but when | look at this and | read that the
pronotional plans include having a booth where people can be
pointed to the track, or they get free passes, | don't see
where there's really any effort on this Fair's part to do
anything that's different.

And this is not a question just to San Mateo
County Fair, | will have the simlar questions for some of
the other fairs. I don't see anything in this application
that gives me an encouragenent that the business is going to
grow or that there's being a concerted effort to breed new
fans and really expose racing, such that | just don't see
what the benefit is of this fair, other than it provides ten
days of racing at an existing race track

And if the intent is that there should be ten days
at an existing race track, then why are we camoufl aging it
as a fair?

MS. THURMAN: Well, Conm ssioner, we have a new
programwith the fair this year. |Instead of just going
t hrough and getting a coupon at the booth, that will get you
a free adm ssion, we're actually -- we've worked with the
fair to do a dollar days program where you get a card that
you can scan your information into and you will go -- it's a
new i nprovenment that's not on the original application.

The scan card will get you over to Bay Meadows and

get you club house admi ssion, not just general adm ssion
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You will be able to get a prize, it will be like a cap or

sonet hi ng of that sort.

You will also get an invitation or a coupon that
will get you into a contest and the winner gets a thousand
dol I ars. But everybody that puts a coupon in will get Turf

Club adm ssion for the fall neet, a table, valet parking,
and a program

So we think that we're exposing Bay Meadows to
people that would go to the fair, that had probably never
been that distance away to Bay Meadows.

CHAI RPERSON SHAPI RO: Is the fair within walking -
- | haven't been there, so | apol ogize.

MS. THURMAN: It is a long hike, so we do a
shuttl e.

CHAI RPERSON SHAPI RO: So you do have a shuttle.
And is the shuttle |like, you know, is it sone kind of a tram
or something that goes through the fair and says come to the
races, and so forth?

MS. THURMAN: Ri ght, right. Then we have CD, the
Wonder Horse, where children have their pictures taken. And
we have another section, which is a handicapping one, a
horse buyer's 101 group, where we bring jockeys' wives,
people like that, who tal k about racing. And people have a
| ot of questions that sound like silly question, but the

more information we give them the nore interested they are.
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And then if they get a freebie to come over, you're
attracting people that you wouldn't normally see.

And we're sharing our database and the fair is
sharing their database with us, so we're getting access to
potential customers that we woul d never see before.

VI CE CHAI RPERSON MORETTI : Of all the people who
cone in the fair, they're all --

MS. THURMAN: Anybody that will go through this
card, and we're trying to capture themin two ways, at the
front office and then, also, in a separate Bay Meadows scan.
And we'll give them a second opportunity. We may get sone
people that are getting two prizes, but that's okay.

CHAI RPERSON SHAPI RO: M. Carpenter?

MR. CARPENTER: Yes, |I'm Chris Carpenter, Genera
Manager, San Mateo County Fair.

And just wanted to add, also, that within our
advertising program we include Bay Meadows in everything
that we do, be it newspaper, radio, television. W include
themin all of the collateral pieces that we mail out and
this year we have some additional pieces, some postcard
handl ers that we're going to do, and 25,000 cards that we're
handi ng out to other events that take place on the grounds.

As Bernie nentioned, Bay Meadows will have a
booth. We have a new program where we're tracking data that

we're going to share with Bay Meadows. It's a program
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wher eby people will have the opportunity to win prizes by
signing up, and capturing their e-mail and ot her data.

Bay Meadows is going to do the same thing at their
booth to, hopefully, gain additional data from the people
at t endi ng.

But, again, with this card it offers them free
adm ssion to go to the races and this is something new that
we're doing this year.

And then, of course, we included on our marquee
adverti sements, that we do on both of the marquees for the
fair.

So we feel that we're doing a great deal in
everything we possibly can in our marketing effort to push
racing. And just to mention, too, this is a partnership
that's existed between 1935, between the fair and Bay
Meadows.

CHAI RPERSON SHAPI RO: Well, again, |I'mnot -- ny
coments, while directed at you, are really indicative of ny
belief that the fairs need to become nore productive in
providing results for racing, and become nore ingrained in
hel ping us building racing. And the application that was
given to us didn't say any of the things that |I'm now
heari ng.

So pl ease understand that when we read this

application, to me it says there's a fair people and so many
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people will get a free ticket to the track. So | hope in
the future that you'll elaborate nore and | et us know why
this fair exists for the benefit of racing. | understand
why the fair exists and I'mall for it, but we need to make
the fair as part of hel ping horse racing grow, and this
certainly didn't appear to be that way.

MR. CARPENTER: Okay.

VI CE CHAI RPERSON MORETTI : WIl you be able to
track when someone does come to Bay Meadows versus they got
their ticket, they got their coupon at San Mateo, at the

fair, and then they go and it's got a bar code on it; is
that correct, so you would be able to track it?

MR. CARPENTER: Indirectly, yeah, we'll be able to
track it. They don't surrender the card because they can
continue to utilize that card back at the fair, on that day.

But each and every day we hand out a group of cards, | think

we're going to have 200 to 250 thousand of these cards

printed, so everyone entering the fair will get a card.
And, of course, it will have Bay Meadows right on the card
and then we'll have signage stating this card, of course
will get them free adm ssion at the track

And some of these items could have appeared and
shoul d have appeared, but sone of them did come up after the
license application went through. So we're trying to

brai nstorm as much as we can and conme up with as many i deas
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10
as we can.

The shuttle, | think, had been done in the past,
before, but we're bringing the shuttle back, and so that
will be a continuous route of free shows.

CHAI RPERSON SHAPI RO: Can you report back to us
and tell us how many hits you get, so that next year we
know - -

MR. CARPENTER: Absol utely.

CHAlI RPERSON SHAPI RO:  -- exactly what, you know,
how many people that are fair-goers actually took the
shuttle, or redeemed -- got the card and came to the track?

MR. CARPENTER: Sure. Another thing that we're
doing, too, is we're doing a form of data collection on our
website, as well, so Bay Meadows is |inked on our website.
And | ast year we could count the anmount of hits that we've
had, but this year we should be able to count the anount of

hits of the individuals that go to the Bay Meadows web page.

That's something new, as well, and it's a whol e page
dedi cated to Bay Meadows and horse racing. But, yes, we can
report.

CHAI RPERSON SHAPI RO:  Thank you. Anybody el se?
Otherwise, |I'll entertain a notion

VI CE CHAI RPERSON MORETTI : ['Il make a motion to
approve the application.

CHAI RPERSON SHAPI RO: A second?
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COW SSI ONER HARRI'S:  |'Il second.
CHAI RPERSON SHAPIRO:  All in favor, aye.
(Ayes.)
CHAI RPERSON SHAPI RO: Thank you and good | uck.

Jackie, let's talk about the Humbol dt County Fair.

STAFF SERVI CES MANAGER | WAGNER: Jacquel i ne
Wagner, CHRB staff.

The application before you is from the Hunbol dt
County Fair. They are proposing to race at Ferndale from
August the 10th through August the 20th, 2006, for ten days.
This is the same nunber of days they raced in 2004 -- excuse
me, 2005.

The fair is proposing to race 75 races, which is
the same nunmber of races that they ran | ast year. They wi l
be racing Thursday through Monday the first week, and
Wednesday t hrough Sunday the second week. They are
proposi ng six races on Wdnesday, seven on Monday and
Thur sday, eight races on Friday and Saturday, and eight or
ni ne races on Sunday.

They're first post time will be 1:55 p. m
Sat urdays and Sundays, and they are proposing a 2:25 p.m
post on Monday, Wednesday, and Thursday, and 2:55 p.m post
on Friday.

We have received the informati on necessary for the

application and staff would recommend that the Board adopt
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12
the -- excuse me, approve the application as presented.

I do believe there are representatives fromthe
fair for questions.

CHAI RPERSON SHAPI RO:  Anybody have any conmment s?

VI CE CHAI RPERSON MORETTI : Are all those different
post times because of simulcasting or what?

CHAI RPERSON SHAPI RO: Is there a representative of
the fair here?

STAFF SERVI CES MANAGER | WAGNER: There was.

CHAI RPERSON SHAPI RO: Here he cones.

COVM SSI ONER HARRI S: I m ght comment, | went up
to this fair last year and it is a very interesting fair and
fun place to go. I"d recommend anyone go up there, if they
haven't been. You feel like you' re back at school

MR. TI TUS: My name is Stuart Titus, General
Manager of the Humbol dt County Fair, in Ferndale. The post
time differentials are to coincide, as best we can, with
others that are occurring simultaneously or about the sane
times.

CHAI RPERSON SHAPI RO: How many horses do you have?
I notice here it says that you' re requesting that we allow
horses entered on one day to be listed on overni ght sheets
for races scheduled to be run 72 hours from that day. Ar e
horses running back three days later at this fair?

MR. TI TUS: I"m not aware of them runni ng back
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three days later, and |I'm not sure of the purpose behind it.
We've had that in the license for a nunber of years, now.

EXECUTI VE DI RECTOR FERM N: I think the request
was because nules do run back quickly.

COMM SSI ONER HARRI S: A long lay up for a mule.

EXECUTI VE DI RECTOR FERM N: Yeah

CHAI RPERSON SHAPI RO:  Well, then can we change it
to mules, would you have a problem changing it to nules?

MR. TI TUS: I don't think so

CHAI RPERSON SHAPI RO:  Okay. Because what |
noticed is that in ternms of horse population, you're field
sizes are down bet ween si Xx. In ternms of Appal oosas are six

and thoroughbreds are 6.5, and if you're short of horses,

under st and running them back sooner, but | would hate to see
that we're running sore horses back sooner. So maybe we
shoul d just change that if it's the mules, | didn't

understand it.

COWM SSI ONER HARRI S: I think it's good to give
the racing secretary some |atitude that they can do that,
because they do have a |l ot of unusual -- | nmean, they're

dealing with a fairly small horse population and it's a
half-mle track, and an eight-horse field is a big field up
t here.

MR. TITUS: Yeah, bearing in mnd it's an eight-

horse field.
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CHAI RPERSON SHAPI RO: Oh, | didn't know, it's a

half-mle track?

CHAI RPERSON SHAPIRO: |'ll withdraw that, | didn't
know t hat .

MR. TI TUS: Thank you.

CHAI RPERSON SHAPI RO: Ckay. In terms of do you
know what type -- do you have head-on caneras on this track,

for the stewards?

MR. TITUS: Yes, we do.

CHAI RPERSON SHAPI RO: Okay. And then simlar to
the questions | asked previously, it says here your
promotion plans are selling hats, and sweatshirts, and t-
shirts. Some will be given away in advance to horsenen.

Are there any other pronmotional plans for the
meet ?

MR. TI TUS: Promotional, on-site, yeah, we do a
number of different things for the horsenen, thensel ves. In
terms of pronmotion --

CHAI RPERSON SHAPI RO: I *'m tal ki ng about fan
generati on, yeabh.

MR. TITUS: It's included in -- it's not
pronotion, it's advertising.

COMM SSI ONER HARRI S: They have a | ot done in the
City of Ferndale, which is just right adjacent to the track.

As | recall, there's a lot of things tying into the race
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meet, too.

MR. TITUS: Well, the entire conmunity wraps their
arms around the industry, while everybody's there, so you
can't really call that a pronmotion of your own, it's just a
part of racing in Ferndale.

But promoting it with the public is everything
fromall of our print advertising, electronic advertising.

We are considering, although |I haven't gotten the
Board action on this, yet, but considering some price
di scounts and that sort of pronotions during the meet. It
was not included in the application, however.

CHAI RPERSON SHAPI RO:  All right. Well, perhaps

next year you can just give us -- maybe it's ny fault
because | haven't been there and | haven't seen it, but 1'd
just like, again, to see that the fairs are stepping up and

hel ping build, you know, racing popul ation throughout the
St at e. I just didn't understand that.

Any ot her questions or coments?

COWM SSI ONER HARRI S: I'd nove we approve

VI CE CHAI RPERSON MORETTI : Second.

CHAI RPERSON SHAPI RO:  All in favor?

(Ayes.)

CHAI RPERSON SHAPI RO: Approved. Thank you.

Okay, we're here in Sacranento, so let's talk

Sacranent o Har ness.
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STAFF SERVI CES MANAGER | WAGNER: Jacquel i ne
Wagner, CHRB staff.

The Sacramento Harness Association has filed this
application to conduct a horse racing nmeeting from August
the 2nd through Decenber the 16th. The Association is
proposing to race 74 nights, with 925 races.

Their first live post will be 5:35 p.m Wednesday
and Thursday. They're proposing a 6:20 p.m post on Friday
and Saturday through Septenmber the 30th, and then they will
have a 5:35 p.m post beginning October 6th, that runs
through the end of the race neeting.

We have received the documents necessary for this
application and staff would recommend the Board approve the
application as presented.

And, again, there are representatives fromthe
Associ ation in case there are any questions.

CHAI RPERSON SHAPI RO: I"d like to ask a couple
questions. First of all, 1 have a question for staff. Are
these dates the dates that were approved by the Race Dates
Committee last year? It appears to me, unless |'m m staken
t hat August 2nd, 3rd, and 4th, were those dates that were
originally approved?

SENI OR PARI MUTUEL EXAM NER REAGAN: Commi ssi oner s,
John Reagan, CHRB staff.

The Race Dates Comm ttee, as you know, issues a
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proposed cal endar, but when we actually adopt the dates, we
sinply give the begi nning and endi ng dates and the number of
days. We don't actually incorporate this structure.

What actually occurred in this particular case, if
you will, is at that time we were anticipating this time
frame would begin a new week run by Cal Expo, that's what
the crystal ball |ooked |like a year ago, that Sacranento
Har ness or soneone would be running the first three nmonths
of the year, and that the August and Septenber time would be
that little piece that was then part of the Cal Expo/ State
Fair portion that we had had in the past.

And when new neets generally start in Sacranento,
they generally will start on a Friday or Saturday, but that
was when there was going to be a separate organization
running this portion.

Now, it turns into being -- now, this turns out to
be a continuation of an existing nmeet or starting a new
meet, which is kind of a continuation of the Sacramento
Har ness. Therefore, the need to start on a Friday or
Saturday, as a kick off type of a thing, isn't there and
M. Schick and his group decided to start on the Wednesday.

So we don't have any problemwith them starting on
the Wednesday, in the sense that they're still within the
same number of days that we allocated, and this allocation

is just kind of a guesstimte of how we see the neets |ining
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up.

So given that they're really kind of continuing
on, there isn't a need to skip the Wednesday, Thursday, and
so on.

CHAI RPERSON SHAPI RO: Ri ght. I don't have a
problem other than | don't agree with you, | thought when
we approved these that, just as we've done with other racing
organi zati ons and we've approved those, they were being
all ocated those dates.

And | know that in certain areas it gets very
contentious as to which -- who's got which day. So | don't
agree with your characterization that we were just approving
it.

In this case there isn't overlap, there isn't a
conpeting neet, | have no problemwith it.

SENI OR PARI MUTUEL EXAM NER REAGAN: Ri ght .

CHAI RPERSON SHAPI RO: But what | find here is,
which | didn't know, is Cal Expo not going to operate a race
meeting during the fair?

SENI OR PARI MUTUEL EXAM NER REAGAN: That is true.
They have a deal with Sacramento Harness to continue the
harness meet through the entire fair time and there will be
no traditional fair race meet.

CHAI RPERSON SHAPI RO:  Okay, but the fair will have

harness racing, sinply operated by this operator?
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SENI OR PARI MUTUEL EXAM NER REAGAN: Yes.

CHAI RPERSON SHAPI RO: Okay, that wasn't clear. So
the dates that are contenplated are consistent, then, with
the all ocated dates, it's just the operator is different; is
that right?

SENI OR PARI MUTUEL EXAM NER REAGAN: Yes.

STAFF SERVI CES MANAGER | WAGNER: Correct, yes.

SENI OR PARI MUTUEL EXAM NER REAGAN: That is
correct.

CHAI RPERSON SHAPI RO:  Okay.

COWM SSI ONER HARRI S: Was there sone reason? |
mean, is that -- my only concern would be if that was done
strictly to get a lower license fee or something |like that.

SENI OR PARI MUTUEL EXAM NER REAGAN: No, it would
have been a harness meet in either case, we sinply have a
di fferent operator.

CHAlI RPERSON SHAPI RO:  Well, no, | think
Comm ssioner Harris is asking why -- | think the answer is
because they're better at operating a harness meet than the
fair was, but you answer. I's there another reason why the
fair is not operating it and you are?

MR. SCHICK: Not really. | think it's just a
matter that obviously we're operating it for them to step
in and nmove in a new operation for a short period of time,

and | think they just didn't think it nmade any sense. I
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don't know, obviously, it remains to be seen if we're any
better or not. But | think it's just --

AUDI ENCE COMMENT: We are.

COVM SSI ONER BI ANCO: | woul d assunme that it's
more like the -- | nmean, that's sort of what happens at Bay
Meadows, it's nore |like the San Mateo nodel where,
basically, Bay Meadows operates the fairs. I think, really,
that the horse group would operate the fair.

CHAI RPERSON SHAPIRO: So is this -- in essence,

this is Sacranmento Harness Racing operating for the Cal Expo

Fair?

MR. SCHICK: We are operating their neet.

CHAI RPERSON SHAPI RO: Ri ght .

COWMM SSI ONER BI ANCO: How about on the sinulcast
facility and all that, will that still be Cal Expo or will

t hat be you?

MR. SCHICK: That will be Cal Expo just
l'i ke -- you know, none of that will change, obviously.
We' ve never operated the sinulcast facility. Even when
we're running live, now, they get all the -- essentially,
the Day Comm ssion and, |ike Night Comm ssion from-- so
none of that will change.

CHAI RPERSON SHAPI RO: I"m | ooking at your sire
st ake schedul e, which appears to nme to be significantly

increased in terms of purse value, in that they're al
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bet ween 22,000 and 32,500. And that appears to nme to be a
significant increase over |ast year. Is that true?

MR. SCHI CK: It is, indeed.

CHAI RPERSON SHAPI RO: Ckay. My first question is
how many Cal breds are there? | nean, there are a | ot of
stakes here and it was my understanding there are only about
a hundred Cal breds born each year. So I''m wondering if the
same people are just winning these races or who are the
horses that are filling these races?

MR. SCHICK: Well, as in the case of, obviously,
our two-year-olds, as you can see, we won't run any two-
year-old stakes until August 30th. So, historically, the
two-year-olds start in June and July. So we've pushed our
two-year -old season back and that was done a couple of years
ago, thinking that we could be nore productive if we didn't
press our two-year-olds earlier and they'd be better as they
went on with age, obviously.

But to directly answer your question, we had 157
horses that continued nom nation for the two-year-old events
as of March 15th, which was up substantially fromthe year
bef ore.

CHAI RPERSON SHAPI RO: And these are just two-year-
ol ds?

MR. SCHI CK: These are just two-year-ol ds.

Obvi ously, we have one round of three-year-olds on this
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schedul e but, as you can see, the first four divisions are
all two-year-olds.

And just to el aborate on your increase in purses,
I don't know if you're aware, but certainly M. Reagan is,
that there was a change in the allocation of breakage
begi nning January 1, and all of the breakage is now being
allocated to the sire stakes, so the sire stakes are,
obvi ously, funded to a much higher |evel than they
traditionally were because of this breakage, and we're
running a three-year-old round of -- a 32,500 chanmpi onship
round this week, and | can tell you it's really, to a
certain extent, energized the breeders. And, obviously, we
need to do that.

CHAI RPERSON SHAPI RC: Ri ght . I mean, that's what
the original concept of this was and |'m curious to know,
are you seeing growth in the breeding business as a result
of, now, the purse being increased, are you seeing nore Cal
breds? Is this program worKking?

MR. SCHICK: Well, | think that, you know, it's
hard to -- you know, breeding, as you probably know, it's a
Il ong, cyclical situation. So, obviously, this change in the
breakage just happened January 1.

I can tell you that fromtaking to the breeders
and the general people, a |lot of people are breeding their

mares or are now | ooking to get brood mares to be involved
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in this program
And just as a sideline to that, we've al so hooked
up what we call the Dianond Alliance, with three other
states, lowa, W sconsin, and M nnesota. And we're going to
have anot her round of stakes, not sire stakes, but just
stake races for this Dianond Alliance, in an effort to get

these people out here to California, to race.

So it will be Cal sire stakes and Di anond Alliance
horses, and this will take place after the first of the
year. And we've al so got some other extrenely aggressive

pl ans to get new horses into the State, if you'd like to
hear about them

CHAI RPERSON SHAPI RO: Well, | would like to hear
them but 1'm not going to hear about them now, because we
have a long agenda and | don't want to delay it.

I think you guys have been doing a great job and
you know, | hope you know that.

The | ast question | have is your photo finish.
There have been problens, apparently, with your photo finish
operator or camera, |'m not sure which.

MR. SCHI CK: Operator, | believe

CHAI RPERSON SHAPI RC: OCkay, do you have a new
operator?

MR. SCHI CK: No, we don't.

CHAI RPERSON SHAPI RO: Okay. Well, it --
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MR. SCHI CK: When you say, | just want to clarify

probl ems, we did have a problem which we were served a
conplaint with, where our photo finish operator overslept
one evening and was |late to the races. But as far as is

there other problens beyond that?

STAFF SERVI CES MANAGER | WAGNER: | believe that

happened nore than once.

CHAI RPERSON SHAPI RO: It's happened nmany nore
tinmes.

MR. SCURFI ELD: It was the enployee of the
operator, there's a difference between these two.

CHAI RPERSON SHAPI RO:  Okay.

MR. SCURFI ELD: The operator that's doing the
contract and this was the enmpl oyee who did not informthe
operator that --

CHAI RPERSON SHAPI RO: Okay, all | know is that
read where there was no photo finish for a race, and I'm
asking if you' ve taken corrective actions with whoever is
operating the photo finish to say we want a different
enmpl oyee, we want sonething so there's a photo finish for
the races.

MR. SCURFI ELD: No, there's a backup.

CHAI RPERSON SHAPI RO: There is?

MR. SCURFI ELD: In case that happens.

MR. SCHI CK: In the process of being trained, |et
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me just qualify that. We do have a backup situation on
t hat . But | just want to say, |'m only aware of the one
i nci dent, since Sacranmento Harness has taken over, and

that's where the photo finish operator did not make the

first three races. Maybe |'m wrong.

EXECUTI VE DI RECTOR FERM N: | think there was
anot her incident that | saw in the m nutes just about a week
ago, that there was a probl em again. But we'll adjust it.

CHAI RPERSON SHAPI RC: Chris, just making sure
there's a photo finish operator, that's all I'mtrying to
say.

MR. SCHI CK: Ri ght . I'"ve spoken with
M. OBrien, from Plus MEC, he's obviously our contractor on
this, and we do have a plan in place.

And just so you know, he informed ne that he
doesn't have a backup operator at any of the tracks that he
services, which maybe that's an issue. But |I'm not saying
we shoul dn't have one.

CHAI RPERSON SHAPI ROC: I just want to make sure
that at every race neeting there's a photo finish operator.

COWMM SSI ONER HARRI S: That is a good point,

t hough, at our other tracks there's sure to be some --

CHAI RPERSON SHAPI RO: What if somebody's sick.

COVM SSI ONER HARRI'S: -- auto pilot or sonething

that conmes on if the guy's not there.
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interesting question, perhaps we should make sure that there

is a contingency plan that each of the tracks has, because
it would be terrible if there's no photo finish operator.
And, apparently, you guys had a situation. I"m not blam ng
you, the person didn't show up for work

COWM SSI ONER HARRI S: Bri ng back the placing
judges.

MR. SCURFI ELD: That's right.

CHAI RPERSON SHAPIRO:  All right, I'Il entertain a
motion to approve this application.

VI CE CHAlI RPERSON MORETTI: So npoved.

CHAI RPERSON SHAPI RO: Second?

COMM SSI ONER HARRI S: Second.

CHAI RPERSON SHAPI RO:  All in favor?

(Ayes.)

CHAI RPERSON SHAPI RO: Thank you.

MR. SCURFI ELD: M. Chairman, if | m ght make a
comment, the meet has been very successful so far, and it's
tough conpetition, and you've got the purses up sonme, and
we've increased our nmonies that we're going to share with
the community, the horsemen, and Cal Expo, and we have j ust
completed a mllion dollar renovation.

CHAI RPERSON SHAPI RO: Is it complete, now?

MR. SCURFI ELD: Yes, it is conplete, now. But it
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isn't furnished, which is Cal Expo's portion of it. And not
to put any bl ame anywhere. But physically, it is conpleted.

And we'd wel come any of you that could come out
and see it, and | don't know what your plans are for
tonight, but any time you'd like to come to the facility we
woul d wel come you, and please |let us know and we'll make
acconmmodati ons.

CHAI RPERSON SHAPI RO: Well, if we get out of here
early, | was planning on com ng, trying to get by.

MR. SCURFI ELD: Good, good.

CHAI RPERSON SHAPI RO: But we do see the m nutes
and we do see you're working hard, and |I think the
i mprovenment is evident.

MR. SCURFI ELD: Thank you.

CHAI RPERSON SHAPI RO:  Thank you

The next itemis Item 6.

SENI OR PARI MUTUEL EXAM NER REAGAN: Commi ssi oner s,
John Reagan, CHRB staff. This is a request for charity
distributions from Oak Tree Charity. We find the
distribution to be in order and reconmend that you approve.

CHAI RPERSON SHAPI RO:  Any conments? |'1l1
entertain a notion. Do you want to get out of here or do
you want to tal k?

MR. ARTHUR: No, very quickly, I'd like to point

out that Oak Tree makes an effort, |'mDr. Rick Arthur, with
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the Racing Association, to contribute the bulk of their
funds to horseman's organi zations, and this represents
approxi mately $20,000 to jockeys, $24,000 to backside
prograns, $19,000 to horse rescue, and only about $11,000 to
| ocal community charities

And Oak Tree actually contributes over half a
mllion dollars every year to horseman's organi zations above
and beyond their Charity Days. Thank you.

CHAI RPERSON SHAPI RC: I think the record should
certainly reflect that Oak Tree does a wonderful job for
horses, horse-rel ated causes, and the entire horse racing
i ndustry.

COWM SSI ONER HARRI' S:  Yeah, it m ght be good, the
next time you give one of these, to show the other things
Oak Tree does besides the Charity Days.

MR. ARTHUR: Well, one of themis we contribute
$125,000 to Center Free Point Health just this |ast year,
and we've continued that for -- that's a second year of that
pl edge. And we just conpleted a five-year pledge, as well.
So we can give you a whole |ist sonetinme.

CHAI RPERSON SHAPI RO:  All right, have we passed
t he notion?

COMM SSI ONER HARRI S: "1l move we approve.

CHAI RPERSON SHAPI RO: Second.

COMM SSI ONER BI ANCO:  Second.
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CHAI RPERSON SHAPI RO:  All in favor?

(Aye.)

CHAI RPERSON SHAPI RO:  Thank you. He' s al ready
gone.

Okay, the next itemis Item Nunber 7, tenporary
suspension of CHRB Rul e 1606- Coupling of Horses, for the Los
Al am tos Quarter Horse race neet.

STAFF SERVI CES MANAGER | WAGNER: Jacquel i ne
Wagner, CHRB staff.

As you know, a special teleconference Board
meeting was held on May 15th, and at that Board neeting the
Board voted to tenporarily suspend Rule 1606- Coupling of
Horses, as well as some specific paragraphs of the
pari mutuel rules that would be affected.

The experimental waiver was to apply to the two
current thoroughbred race neetings that are held, that are
being held right now at Holl ywood Park and Bay Meadows, on
the condition that there be at |east five separate wagering
interests prior to uncoupling.

At the May Board nmeeting, Los Alam tos expressed
interest to be included in the experinment waiving the rule
1606.

This itemis presented to the Board to address
that particular issue and staff would recomend that the

Board approve the request to approve Los Alamitos in the
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experimental waiver.

VI CE CHAI RPERSON MORETTI: Was there a tinme frame
on that, again?

CHAI RPERSON SHAPI RO: As | recall, the tinme frane
is through the current Hollywood Park race neeting, which is
July 15th, 16th, something in there.

COVM SSI ONER HARRI S: Is this supported by the
horsemen at Los Al ?

STAFF SERVI CES MANAGER | WAGNER: I believe there
is. Is there a representative from Los Alam tos?

CHAI RPERSON SHAPI RO: He's giving us the thunbs up
in the back.

So | have no problemwith this. The only thing
woul d ask is that | believe that the other people that are
doing this are keeping statistics of how many times that
there is a situation where horses are uncoupl ed, and | think
we would like to see exactly how many times it takes place,
what the effect of uncoupling was in ternms of handl ed
generation and, also, I'd like to see what the odds are on
the two horses that were uncoupled. You know, again, so we
can just try to get as nmuch data as we can. But | have no
problemwith it otherw se

COWMM SSI ONER HARRI S: Yeah. It may be good if we
got that report at the Del Mar meeting, while it's fresh on

our m nds.
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CHAI RPERSON SHAPI RO:  That's a good idea. You
want to make a notion?

COWM SSI ONER HARRI'S:  |'Ill nove that we waive the
uncoupling rule per Los Alamitos through the end of the

Hol | ywood Park meeting, and we can take another ook at it

at Del Mar.

CHAI RPERSON SHAPI RO: Ri ght . Okay, I'll second
t hat .

Al in favor?

(Ayes.)

CHAI RPERSON SHAPI RO:  Okay. Item 8, discussion

and action by the Board on the tenporary suspension of CHRB
Rul e 1663(b)-Entry of Clainmed Horse.

STAFF SERVI CES MANAGER | WAGNER: Jacquel i ne
Wagner, CHRB staff.

Board Rule 1663, as you know, among other things,
requires that no claimed horse is eligible to race in any
state other than California until 60 days after the cl ose of
the meeting at which it was clai med, except in a stakes
race.

For the purposes of that particular rule the
California Fair Circuit is considered to be one race
meeti ng.

The Board anmended that particular rule and, at

that time, the industry was concerned about the nunber of
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that that was increasing the shortages of California horses
and causing short fields.

At the tinme of the amendment to the rule, where we
added the 60 days, we had endorsenments from the CTT,
Thor oughbred Owners of California, and the Thoroughbred
Raci ng Associ ati ons.

Since that rule has been adopted, we have received
a request from CARF, California Authority of Racing Fairs,
that this particular rule does, indeed, have a negative
i mpact on the fair circuit.

As a result, they are proposing that they would
li ke the Board to suspend the 60-day jail time effective
Oct ober 16th, 2006, which is the day after the close of the
racing at Fresno, and this will allow horses claimed during
that fair circuit the ability to leave California and to
i mmedi ately run out of state.

This itemis presented for the Board's discussion
and | do believe there are representatives from CARF, and
the fair industry, that would be able to answer any
questi ons.

EXECUTI VE DI RECTOR FERM N: 1'd like to just add
somet hi ng here. After this was adopted and Chris Korby and
| discussed it, that when the fairs rolled around that there

possibly could be a problemin that they have a very
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aggressive programin riding horses from out of state,
Ari zona, and such, to race in California. And that when
peopl e come and their horses are perhaps clainmed at the
begi nning of the fair season, which was just June 14th,
under this rule the fair horses would not be able to
run -- if they were to have claimed sonmething in-state, they
woul d not be able to run until 60 days after the Fresno
meet, which puts theminto Decenber.

So, certainly, people would be very hesitant to
come and participate, that ordinarily would have. So this
is why we did put it back on the agenda and would like to
have the presenters explain anything that they would |ike
to. But it could be a real problem for the fairs.

MR. KORBY: Chris Korby, California Authority of
Raci ng Fairs, we made the request. I think Ingrid
characterized the situation well. W have an active and
growing, and | think successful recruitment program in
which we recruit trainers to bring horses from other states.

Ari zona, which has a schedule that dovetails
nicely with our sunmer fair circuit, is one of our primary
recruiting areas. So we have a nunber of trainers who bring
quite a few horses over from Arizona and then go back there
after the Fresno fair circuit -- after the Fresno fair, at
the end of the fair circuit.

As Ingrid said, if a horse is claimed any tinme
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during the fair circuit, with the fairs being considered one
meet, that horse is not eligible to run in another state
until 60 days after Fresno, which puts it in m d-December.

So we'd |like to request what we're calling a
limted waiver of this rule, so that it would end the day
after the last day of Fresno.

VI CE CHAI RPERSON MORETTI : Do you have any nunbers
on how many horses you're tal king about?

MR. KORBY: That we've recruited?

VI CE CHAI RPERSON MORETTI: That you say you'l
have -- no, you say that there will be negative inpact if we
don't --

COVM SSI ONER HARRI S: Okay, because this rule was
in effect last year so, | nmean, | think |I support what
you're trying to do here, anyway, but | question if it was
really a big problem but it was sonme degree of a problem

MR. KORBY: Well, for us it's more a matter of the
environment in California and inviting trainers to come from
other states to run here. W don't want to put any
di scouragement or inmpediment in their decision that m ght
encourage themto come to California.

COMM SSI ONER HARRI S: Yeah, like training bills,
and vet bills, and things like that.

CHAI RPERSON SHAPI RO: How many horses do you

recruit?
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MR. KORBY: We track these horses, just by way of
confirmati on and verification, we have a program that pays a
horse that cones in from over 600 nmiles away, they ship in
from another state, we pay them a relocation fee fromthe
Paymaster's Office, and that way we can track exactly how
many horses come fromthose other states.

Last year we paid 157 horses and those horses
started 445 tinmes during the fair circuit.

COWM SSI ONER HARRI S: Does t hat payment go to the
owner, or the trainer, or who does it go to?

MR. KORBY: The owner.

COWM SSI ONER HARRI S:  The owner.

MR. KORBY: Uh- hum

CHAI RPERSON SHAPI RO: Okay.

MR. DOUGHERTY: Charli e Dougherty, California
Thoroughbred trainers. W support the request by the fairs
on this particular item

One of the things, also, |I think the Board should
be aware of and even during the course of the major neets,
what we hear at our office is fromtrainers that are being
recruited to conme race from out of state, they feel they're
being unfairly targeted in terms of, you know, there's been
a |l ot of requests for, especially Washington trainers during
Bay Meadows and Gol den Gate neets, where they bring horses

down here and then have them clainmed fromthem and then
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t hey cannot then claim horses back to replenish their supply
in order -- when they |leave to go back

So, | mean, | think that is something that shoul d
al so be considered, that if a particular trainer has horses
claimed fromthem it's been suggested that they should be
al |l owed, be at |east able to claimback the amount of horses
they had claimed fromthem

So there is a particular problemwith this rule as
it relates to trying to recruit out-of-state trainers to
come race in California.

CHAI RPERSON SHAPI RO:  Well, we adopted this rule,
it was my understanding, to try and hel p our horsenen, and |
understand that and it makes sense to ne that if a guy conmes
in fromten horses from out of state, he should be all owed
to leave with ten horses, you know.

MR. DOUGHERTY: And that's been requested of us
from out - of -state trainers. How we can do that, |'m not
quite sure. But |I can tell you it is a concern of horses
comng in from Washi ngton that, you know, we've just now
gone through this first year of this rule and the Washi ngton
trainers were not happy with this rule.

COMM SSI ONER HARRI S:  Yeabh. I, personally, think
it's a good rule. I mean, | think once you make this
modi fication that CARF's proposing, now, because it did

create inequities because of the 60-day rule that went al
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the way through Fresno where, conceivably, they could claim
a horse in Stockton and you wouldn't get it out of jai
until December or something.

But | think the overall concept of the 60 days
makes sense, and it's not that bad. I mean, we want to keep
horses in California and we don't -- our ranks have been
raided lots of times where people would come in and in the
| ast few days of a meet, they're just clainmng nunmerous
horses to take to Washington, which really wasn't right.

MR. DOUGHERTY: Well, actually, | don't know that
it was particularly the horses being claimed to go to
Washi ngton, | think --

COWM SSI ONER HARRI S: Every pl ace

MR. DOUGHERTY: Yeah, it was mainly further east.
But it is somewhat of a doubl e-edge sword because we're
trying to get trainers to cone here and then, when they do
come here, they're leaving enpty handed and they're not real
happy about that, either.

COVM SSI ONER HARRI S:  Well, we want to keep the
peopl e that are here happy, not the ones that are | eaving
happy.

MR. BRADVI CA: George Bradvica, Fairplex Park.
Fairplex Park al so supports the tenporary suspension of Rule
1663(b). We feel, also, that will help our neet.

We ki nd of piggy-back on what CARF does up north.
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We've had a programthe |ast two years where we've actually
shi pped fair horses fromthe north to Fairplex, free of
charge, and it's hel ped us significantly.

I know of a trainer |ast year who chose not to
come to our meet |ast year. He brought a significant number
of horses in previous years. He chose not to cone | ast year
specifically because of this rule and he's | ooking forward
to the temporary suspension of this rule, as well, and
think it will help Fairplex Park. Thank you.

VI CE CHAI RPERSON MORETTI: Jackie, when we're
asking for a tenporary suspension, what are we tal king about
t enporary here. Because when we did this, | felt pretty
strongly about going for the 60-day jail time because we
were losing a | ot of horses.

I can understand now we have an uni ntended
consequence of having done that, but what does it nmean, are
we going tenmporary or are we going tenporary how | ong, next
year, this year, two years?

STAFF SERVI CES MANAGER | WAGNER: | believe that
woul d be up to the Board. Ri ght now the request from CARF,
as |'munderstanding it, is for this fair season, and the
60-day rule will not be in effect as of the close of the
Fresno race neet, which neans that the horses would be able
to | eave the day after.

CHAI RPERSON SHAPI RO:  Yeah, but | think Marie's
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asking what is the difference -- why should we just not
suspend this provision of this rule, why are we doing it
tenporarily. I think that's your question, is it not?

VI CE CHAI RPERSON MORETTI : Well, we would
al so --

STAFF SERVI CES MANAGER | WAGNER: We woul d have to
do a rule change to make it permanent.

CHAI RPERSON SHAPI RO: Okay.

STAFF SERVI CES MANAGER | WAGNER: If that's
something -- if the Board wi shes for us to make this a
per mmnent condition, we would have to do a rule change to
elimnate the fair --

CHAI RPERSON SHAPI RC: Okay. It's a way to

facilitate doing it now.

VI CE CHAI RPERSON MORETTI : I''m open to considering
it, but | would like to know that we can measure it in some
way . I mean, you know, you're saying this is going to keep
horses to cone -- Washington or Arizona will send their
horses back. Well, 1'd like to know next year that, indeed,
they did.

MR. KORBY: Well, we could |look at how to do that.
I'd be glad to, first of all, go back and see if there's --

if we can | ook at any measurable impact from | ast year and
what happens this year, as well.

By way of answer to your previous question,
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woul d of fer that in our letter we characterized this as a
limted waiver and that it would be in effect only for this
year. And the limted waiver would go into effect on the
day after Fresno Fair ended, so it would be for this year
only and on a |limted basis.

CHAI RPERSON SHAPIRO: So in the intervening period
we can cone back, we can |look at it, and we can then
determ ne whet her we want to nmove forward with the rule
change to do it on a nore permanent basis.

MR. KORBY: And | think it's also inmportant to
know, and | think this speaks to your question, the 60-day
rule remains in effect for the fair circuit, it just doesn't
remain in effect after Fresno.

VI CE CHAI RPERSON MORETTI : Okay.

COMM SSI ONER HARRI S:  Yeah, | think it's a fair
rule because it sort of an unintended consequence if Fresno
runs so | ate. I mean, | like the rule, but 1'd nmove that we

accept this limted waiver

CHAI RPERSON SHAPI RO:  All right. Is there a
second?

COMM SSI ONER BI ANCO:  Second.

CHAI RPERSON SHAPI RO: All in favor?

(Ayes.)

CHAI RPERSON SHAPI RO: Consider it tenporarily
wai ved.
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Okay, Number 9. Jackie, you go right ahead.

STAFF SERVI CES MANAGER | WAGNER: Well, you
probably know just as nuch or more. Anyway, Jacqueline
Wagner, CHRB staff.

This item the clarification for the drainage of
the synthetic racing surfaces addresses the polytrack
instal |l ati on.

As you know, the Board, at its May nmeeting,
adopted an amendment to Rule 1433 that would require certain
t horoughbred tracks to install a polytrack synthetic type
surface not later than January 1.

In addition, we adopted an anmendnent to Rule 1472,
whi ch exempted the polymer track type surfaces fromthe
cross-slope requirements of the organic race tracks.

At the April Board neeting our Chairman expressed
concern regarding the installation and how t he drai nage
system woul d be addressed.

We were assured that that particular item as it
applied to the drainage system would be addressed at the
time of the installation of the polytracks. The concerns
continued to persist regarding exactly what we are going to
be requiring.

And this issue really is placed before the Board
to discuss and to clarify that the installation of any

pol ytrack type synthetic surface will require that the
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racing surface also install a proper drainage system

CHAI RPERSON SHAPI RO:  This issue was simply to
make sure that when we're tal king about installing synthetic
surface tracks, that what we're tal king about is a system
we're not just tal king about the top | ayer that the horses
run on. And so | sinply wanted to clarify that what we're
tal king about is the entire system and not just a part of
the system

And so, therefore, | would like to see that we
take action so that we clarify that any approval of a
synthetic surface includes the entire system which would
i nclude any drai nage conponents, as well.

EXECUTI VE DI RECTOR FERM N: And this was really
ki nd of a housekeeping thing, because when we went through
the transcripts, we couldn't see that it was specifically in
the transcript, although the concept, everybody has assured
us, that that's what their plan was.

CHAI RPERSON SHAPI RC: Ri ght . Therefore, 1'11
entertain a notion to --

STAFF SERVI CES MANAGER | WAGNER: Jack has --

CHAI RPERSON SHAPI RO: Oh, I'm sorry, how can
m ss you? M. Liebau, please speak.

MR. LI EBAU: I m ght change your m nd.

CHAI RPERSON SHAPI RO:  Yeah, you can't change your

m nd.
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MR. LI EBAU: I know that. My name is Jack Liebau,
from Hol | ywood Park who, as was announced yesterday, that we
are putting in a synthetic track. | have to admit that | do
not have any approval fromthe California Horse Racing Board
as to the nature of that track.

| really wonder whether the California Horse
Raci ng Board should get in the business of approving these
tracks. I mean, | know that there is concern about the
subsurface, but there are -- we've had subsurfaces for dirt
tracks for years here, in California, and the Board has not
expressed any interest in that.

| really don't know what you think is a proper
subsurface, and how you're going to make that determ nation,
and what experts you have to make that determ nation.

We, at Hollywood Park, will be installing a
subsurface. It has been designed by a geotech engi neering
firmand another engineering firmthat's doing the drawi ngs,
out of Lexington, Kentucky.

I would say that | think that anybody that puts in
a synthetic track, or at least | hope that | was doing the
right thing in negotiating the contract, in getting certain
representations as to the suitability of the material that
is being put on top, and |I have to assure you that with
respect to the warranty that we got, it was necessary for

the conpany that's providing the synthetic material to
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approve the subsurface in order to guarantee its useful ness
over a certain period of tine.

So | really think that, you know, the econom cs of
the situation are taking care of thenselves. | really can't
see how anyone is going to install a synthetic track
wi t hout, one, getting a guarantee, and | can tell you that |
don't think any manufacturer of the synthetic material is
going to put the material on w thout having some assurance
regardi ng the subsurface

And, you know, | guess maybe |I'ma free enterprise
guy, but | mean, | don't understand, you know, how you're
going to nmake a decision that one synthetic track is better
t han another, or one subsurface is proper and anot her
subsurface isn't.

I mean, |'ve got five mles of drainage pipe
that's going in and, you know, they tell me that that's
sufficient, and I don't know whether -- if you think |I need
six mles. I mean, | don't know where we go, you know, or

where this is all going --

CHAI RPERSON SHAPI RO:  Well, let nme ask you a
gquesti on.

MR. LI EBAU: -- and maybe |I'm at a di sadvant age
because | don't know what you were going to -- your notion

was going to be, M. Shapiro.

CHAI RPERSON SHAPI RO: Okay, let nme ask you a
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questi on. Coul d somebody make a case that the track that
currently exists at Hollywood Park is a synthetic racing
surface? Could sonebody say --

MR. LI EBAU: I don't know if you can nake that
argument at Hol |l ywood Park. I m ght make a pretty good
argunent that the track at Bay Meadows is.

CHAI RPERSON SHAPI RO: Okay, whi chever one.

MR. LIEBAU: It has sports grids and stabilizers
init, and some people would consider it to be a synthetic
track.

CHAI RPERSON SHAPI RO:  Fine. So the reason that |
wanted to do this was to try and define what it is we're
tal ki ng about. | agree with you, | don't want the Board to
be in the position to tell you you're only putting in five
m | es of drainage, we think you need 5.21 m|es of drainage.
That's certainly not the intent.

MR. LI EBAU: Well, knowi ng myself, 1'd rather have
you guys in the bag with ne. If you want to approve what
the subsurfaces should be, then |I'd have sonebody to bl anme
besi des nysel f.

CHAI RPERSON SHAPI RO: Ckay. But what we don't
want either is for somebody to say that, gee, the track that
exi sts at Bay Meadows, because you used that name, is a
synthetic surface because it has sports grids, and it's got

stabilizers, and so forth. So what | think the intent of
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the board was, was what we are commonly calling polytrack
cushion track, tapeta footings, which every presentation we
saw i ncluded a drainage system to acconmodate the materi al
on top, along with other conponents. And |I'mnot trying to

define the conmponents, other than saying it's a system

And not get hung up on sonebody that comes in and
says, well, Bay Meadows has already got a synthetic track
so we're there already. That's -- and | don't know how to
get around it, either.

But | think that everybody's intent was that what
we're tal king about is a synthetic racing surface simlar to
the ones that we have seen and generally include drainage,
you know, a drainage base and a top |ayer of fiber, wax-
coated material, and sand, or whatever else. That's al
this is trying to do

Because | didn't want anybody to say, well, okay,

Bay Meadows is a synthetic track.

MR. LI EBAU: Maybe it is, | don't know what the
definition is. I"m not here arguing that that's the case
but, I mean, you asked me and --

CHAI RPERSON SHAPIRO: So | don't know how the
Board does this, other than to express its intent of what
we' re tal king about, without being specific.

Because we're not trying to handcuff you and tel

you how many feet or mles of rock you'd have to put in on
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the base and --

MR. LI EBAU: Or the nature of the rock is also
anot her specification that you're into --

CHAI RPERSON SHAPI RO:  Wel |, | wunderstand, and
we' re not doing that.

MR. LI EBAU: -- as to the voracity of the rock. I
mean, this thing's kind of conplicated.

CHAI RPERSON SHAPI ROC: I know it's conplicated, and
that's why we're going to generally -- we don't want to be
in the business of specifying for you exactly what rock
you're using, but we want to make sure it's a system

Per haps M. Fravel, who's brighter than both of
us, could tell us.

MR. LI EBAU: No, and he's been acclainmed as the
expert of the CHRB on synthetic tracks, too, so I'mglad to
defer to M. Fravel.

CHAI RPERSON SHAPI RO: I didn't know that.

MR. LI EBAU: Yes, that was nentioned at one of the
meet i ngs.

CHAI RPERSON SHAPI RO: Wbw, he's got a | ot of
titles, then

MR. FRAVEL: M. Liebau has a better memory than
do. But Craig Fravel, Del Mar Thoroughbred Cl ub.

I was com ng up here to agree with Jack. So |

woul d only suggest that you | ook at your application and
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require, in the future, once this rule is in place, that
tracks include in their application a description of the
drai nage system and file plans with the Board, so that you
have the opportunity to verify that there is an adequate
drai nage system

I can tell you, having worked on this for a |ong
time, and not becom ng an expert, but given our climte out
here, certainly Del Mar is a different situation, froma
drai nage stand point than Bay Meadows woul d be, because they
have a much nore significant rainy climte and we run only
in the sumertime.

So even the manufacturers m ght tell you that what
they m ght do in the UK, for exanple, they wouldn't do at
Hol | ywood Par k.

So if it were me, | would just nodify the license
application to require a description of the drainage system
and then some insurance by the Association that it's
adequate for safety and performance standards of the

synthetic surface.

COVMM SSI ONER HARRI S: Yeah, | don't see where we
need -- | mean, the main clout that the Board has is we can
either authorize or not authorize the racing dates. | mean,

we could just say we're not going to give you dates because
your track is not state of the art and we don't want to do

it. But it's pretty tough to say exactly what that is.
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CHAI RPERSON SHAPIRO:  And |I'm not trying to say
exactly. I'"'mtrying to just have general statenmnents that
everybody's cl ear and nobody can find a way through a
| oophol e to say, hey, we've already got a synthetic track,
it's not what we're tal king about.
COVM SSI ONER HARRI S: Oh, no, | think we're going

to control that just by the dates.

VI CE CHAI RPERSON MORETTI : It says "requires the
installati on of proper drainage system™ it doesn't
define --

MR. LI EBAU: \What proper is.

VI CE CHAI RPERSON MORETTI: -- what proper is.

MR. LI EBAU: That's my point,
Comm ssioner Moretti, | couldn't have said it better.

| couldn't have said it better.

CHAI RPERSON SHAPI RO:  All right, would you like
adequat e? Acconpanyi ng?

MR. LIEBAU: | don't know, it kind of scares ne
when you start tal king about putting it in an application
and the track's paying, say it's eight or ten mllion
dollars, and you come in here and you've got the application
for a license and sonebody says, oh, you know, |'ve been
tal king to Joe out there and we don't think it's adequate,
even though we've had geotech engi neers, and everybody el se,

you know. So that's bothersome to a track, | would assune.
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CHAI RPERSON SHAPI RO:  Well, let me ask you a
questi on. Under st andi ng what our notive is and knowi ng that
you're a highly skilled attorney, and you've negotiated an
agreenent already with a vendor, what | anguage woul d you
suggest, that doesn't handcuff you, that also would
acconplish the purpose of what we're trying to state?

MR. LI EBAU: I think anybody that puts in an
investment of this nature is going to do the right thing
wi t hout any governnmental interference. That's my position.

I just don't see how you can pass a rule that says
sonmet hing has to be proper.

I mean, you know, we've engaged geotechnica
engi neers to do this. I mean, if you want to do it ahead of
time and you have geotechnical engi neers, and they can
di scuss, and if they can't agree, then we'll have
arbitration.

CHAI RPERSON SHAPI RC: Well, would you be okay with
sufficient or adequate?

MR. LI EBAU: \Whatever, you know, at this point in
time |'mgoing to have nmy track in before you guys have any
rul es.

(Laughter.)

MR. LI EBAU: So, you know, let's be practica
here.

CHAI RPERSON SHAPI RO:  You' ve still got another
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And

t he drainage system | can tell you, that's been designed at

Bay Meadows differs fromthe one at Holl ywood Park because

there's nore rain up there.

CHAI RPERSON SHAPI RO: Okay. Again, |'mnot trying
to over-conplicate it and we could do it -- if we can do it
in a license application, | just want to make sure that no

one can cone in and say, well, we've a

ready got a syn

raci ng surface because we have sonme fibers, and some

stabilizers, and some sports grids, and sand, which is

thetic

what

is the top |ayer of the surface that we're tal king about.

And | think that we would be well -served to find

some general | anguage that can express what our intent

and | don't know if perhaps we should ask Derry, or

somebody, who could cone up with some general | anguage

that we're not micro-managing the tracks, that's not t

intent, but to just clearly define what

Board was.

t he i ntent of

Does anybody have a problemwith that?

DEPUTY ATTORNEY GENERAL KAUFMAN: The only t
if 1"mgoing to be doing that, |I'm going to need input
the people that are doing this because, | mean, | can
the issue. I mean, obviously, there is a difficult --

you want it to be specific enough, but
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that's kind of a difficult thing to do.
CHAlI RPERSON SHAPI RO:  Well, what | want is

sonething that is general in nature, so that we' re not
specifically mandating to the tracks how to do it, but also
expresses the intent of the Board of what the Board's action
was by approving these tracks.

And we get into cross-slope and all those other
things, if we're going to get into cross-slope, we m ght as
wel |l at |east be able to say that the type of synthetic
surface track that we're | ooking at includes these
conponents, and that's all I'mtrying to say.

The tracks, thenmselves, can determ ne whether or
not they're adequate and they'll present it to us in their
application.

EXECUTI VE DI RECTOR FERM N: Derry, wouldn't that,
as M. Liebau said at the very beginning, is if they're
going to have a warranty or guarantee the success of their
surface, they're going to also demand that there be a proper
drai nage for that surface. Can we do somet hing al ong those
lines, just the fact that they're prepared to stand by the
track for, what is it, ten years, or | don't know what the
warranties are.

DEPUTY ATTORNEY GENERAL KAUFMAN: You know, |
don't know, it depends on how substantial the conpany is

that's behind it. But, yeah, | understand. I think what
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you just suggested m ght be nobre doable to have a -- to conme

up with a list that basically lists the components of a

track --

CHAI RPERSON SHAPI RO:  Correct.

DEPUTY ATTORNEY GENERAL KAUFMAN: -- in very
general terns, | guess, and | think that maybe we can conme

up with something |like that.
CHAlI RPERSON SHAPI RO So why don't we then, what |
woul d suggest is that we ask you to come back to us at the

next meeting, you know, we can put this back on the agenda,

or we could -- | don't know if we could approve this, with
the understanding that you'll write sonme general | anguage
that would clarify what is our intent. I don't know what

the Board's --

DEPUTY ATTORNEY GENERAL KAUFMAN: | think you need
sonmet hi ng nore specific than that.

CHAI RPERSON SHAPI RO: Okay.

COWMM SSI ONER BI ANCO: Jack, do you have
performance, any performance data that you want this track
built to?

MR. LI EBAU: Yeah, as far as the engi neering specs
are concerned, yes. As far as the grading, what M. Shapiro
sai d about the sloping, you know, all the regulation, a rule
t hat was changed was that you didn't have to have banked

turns. Hol | ywood Park will continue to have banked turns,
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as does Ling Field, in England, and everybody el se.

But the change that you made was that if you
wanted to have it absolute |level, you could have that.

CHAI RPERSON SHAPI RO: I understand that. |
under st and t hat.

COVM SSI ONER HARRI S: I thought the turns were
still going to be banked, it was just the straight-a-ways
didn't have to be banked

MR. LI EBAU: I don't know, John, we're going to
have - -

COVM SSI ONER HARRI S: I think it's just -- all we
want, really, is the safest state-of-the-art track, and |
don't think we really know exactly what that is, and it's
going to be --

MR. LI EBAU: That's my point. I think that, you
know, through these -- you know, | hate to say that we're in

a stage of experimentation because of the amount of noney

that we're tal king about. And I'm not too sure exactly how
much we're tal king about and something came to mnd, | hope
this damn track isn't like some kitchen my wi fe renmodel s,

you know, that could be a big problem for me.

But in any event, | mean, we're going to |learn
from what we're doing. And sonebody who puts in the second
track is probably going to be better, and the fourth one

m ght be really super. But, you know, | think that's where
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we are.

CHAI RPERSON SHAPI RO:  Well, I, for one, certainly
appreciate that you're moving forward at Holl ywood Park.

And again, our intent is just to make sure that there isn't
some | oophol e, when none of us are sitting here on this
Board, and sonmeone else can claimthat they have a synthetic
track, which was not the intent of the Board. And | just
want to make sure it's clear.

VI CE CHAI RPERSON MORETTI : I do, | like the
suggestion that Craig Fravel had, that perhaps we add
something in the application that talks to the -- that
verifies that --

CHAI RPERSON SHAPI RO: Each of the components.

VI CE CHAI RPERSON MORETTI: -- the polytrack, the
synthetic track has passed X kind of rules.

I"m not a plunber, | would never be able to go
there and figure out if it had the proper drainage, until it
rained and I saw it overfl ow ng.

CHAI RPERSON SHAPI RO: Ri ght. Okay, so Jacki e,
will you conme back to us with this.

STAFF SERVI CES MANAGER | WAGNER: Absol utely.

What |'m going to do is, based on the conversation we just
had and based on the suggestion that Craig Fravel did give,
go back and amend the application. You're going to see

anot her amended application that would include, basically, a
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of the track, along with some type of guarantee fromthe
peopl e who put the track in that this track does have

drai nage that is adequate, or whatever | anguage that we cone
up with that will support the --

CHAI RPERSON SHAPI RO: And pl ease work with Derry,
with respect to sone general |anguage that could describe
the intent of the board.

STAFF SERVI CES MANAGER | WAGNER: Absol utely.

CHAI RPERSON SHAPI RO: Okay. The next item on the
agenda is a discussion and action by the Board on the
proposed amended to CHRB Rul e 1582- Form of Entri es.

STAFF SERVI CES MANAGER | WAGNER: Jacquel i ne
Wagner, CHRB staff.

Rul e 1582, which is the form of entries and
decl arati ons, provides that the entries and decl arati ons be
made in witing on the forms provided by the Association
In addition, the rule specifies that entries my be nmade by
tel ephone and are valid if they are properly confirmed in
writing.

As you know, that the Board, on May 1st issued a
directive that tenmporarily waived the requirement of written
verification of phone entries. At that meeting, staff was
directed to contact the industry to get some input fromthe

i ndustry as to how the procedure actually was working.
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We did that. We contacted the racing secretaries
from Gol den Gate Fields, Bay Meadows, Santa Anita, Del Mar,
and we did speak to those racing secretaries. And by far
t he consensus was that they are, indeed, accepting tel ephone
entries without written verification, and that this was a
| ong- st andi ng practice.

The majority of the racing secretaries also
i ndi cated that the tel ephone entries was the preferred
met hod of making entries.

As a result of that information, we have gone
through -- staff has gone through and proposed an amendnent
to Rule 1582, conditions of race nmeeting, that will allow
associ ations to accept phone entries by tel ephone,
facsimle, or any other electronic method that it deens
appropri ate. In addition, the association may require
written confirmati on of such entries and gives the
association the discretion to do that, which is the current
practice.

We have incorporated Rule 1432 into this rule,
which allows themto do that as the conditions of their race
meeti ng.

So the amendment would say, "as a condition of the
race neeting, under Rule 1437 of this division, entries may
be made by tel ephone, may be nmade by facsimle, or any other

el ectroni c method deenmed appropriate by the association, and
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the association may require a written confirmati on of such
entries."

The staff would recommend that the Board direct us
to initiate the 45-day comment period.

CHAI RPERSON SHAPI RO: Does anybody have any
comments on this? |, certainly, would recomend we approve
this.

COMM SSIONER HARRI'S: | think it's fine. The only
part that is always going to be sonmewhat of an irritant is
who can really -- the first line, which you're not changing,
is saying that the interest declarations shall be in
writing, on the form provided by this association, and
signed by the owner, his authorized agent, and the trainer,
or whoever's designated by the trainer.

In actuality, what often happens it's whatever
jock's agent just happens to walk by that day is really
airing the horse. And | think maybe we need to | ook,
wi t hout necessary doing this rule, but if jock agents are
going to be entering, there should be something formalized
between the trainer and the jock's agent that he does want,
in fact, that given jock's agent to act as his
representative.

CHAI RPERSON SHAPI RO: Okay, is anybody from CPT or
TOC here to comment on that?

EXECUTI VE DI RECTOR FERM N:  Generally, | think
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most of the racing offices are well aware of who's entering
for whom  The entries, where there is an error, are few and
far between along those lines and then, if there is a
problem the jock's agent and/or the trainer, whoever they
determ ne is cul pable, is generally sanctioned.

CHAI RPERSON SHAPI RO:  All right, I'"'mfine with it.
I think if it seens to pass muster with all the racing
secretaries, and | don't think it's been a problemin the
past, although M. Jim Gotchen (phonetic), m ght disagree.

Therefore, 1'll entertain a notion to approve it.

COVM SSI ONER BI ANCOC: Moved

CHAI RPERSON SHAPI RO: There's a nmove. Second.

Al in favor?

(Ayes.)

CHAI RPERSON SHAPI RO: Okay. All right, |I've been
trying to move this along fast so we could get to this item
because this is one item where | would |like there to be sone
di scussion, and | recognize it's a |ong agenda. I don't
think after this there's going to be a |long discussion on
the remai nder of the issues. So | know it's late in the
day, but we did get a late start.

This itemis a discussion and it should not read
"action by the Board on future race dates and strategic

pl anni ng, because it's certainly not the intent, in ny

m nd, that we're going to take any action.
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In the past race dates was nanmed race dates. W
then changed it to race dates and strategic planning. And
there is a Race Dates and Strategic Planning Conm ttee, but
in light of the issues at hand, it was thought to bring this
directly to the Board for discussion, and this is an item
which | believe should take a series of discussions and
meetings to try and address where are we going in California
and what's the future.

As everybody in the room knows, there are two
tracks that may, in the future, at some unknown time, and at
some unknown date, could possibly close, and there could be
more than two. Therefore, the thought, at |east ny thought
has been, that it would be prudent for us, as an industry,
to look to where are we going in the future and how are we
going to plan a racing programin the thoroughbred side of
t he busi ness that would allow for a cohesive and an ongoi ng
programto perpetuate and enhance thoroughbred racing
t hroughout the State.

We had had sonme neetings that had been anongst
some of the stakeholders in the industry, and in those
meeti ngs there have been various proposals or ideas put
forth that in the event of certain tracks closures that
there woul d be opportunities to race in other |ocations.

It seens to ne that we have to stand back and | ook

at where are we going, how are we doing with what we're
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doi ng today, and what can we do to better ourselves.

Clearly, as we |ook at the statistical reports
year after year, and with only a few exceptions are we
seeing growth, it's the Racing Board's job to not only
regul ate, but to enhance the racing industry. And | think
too often the Board has been mred in regulating and rul e-
maki ng, rather than helping to work with the stakeholders to
enhance racing throughout the State.

So | would like it if people would be willing to
come forward and open up the dial ogue. I would |like to hear
fromthe fairs, because one of ny views has been that the
fairs need to | ook at their calendar of fairs and | ook to
see if there are inmprovenments that could be made within the
fairs, and how and where should we be placing our dates to
the maxi mum benefit of the State.

What do we do in the event that one or more of our
tracks ceases to exist for racing, where are we going to
pl ace those racing dates.

I recognize that this is a discussion that can be
threatening to some, and heated, but it's not the intent to
make it that way. Hopefully, everybody will stand back and
enhance the business.

So with that, I'"d Iike to open this discussion up
to both the Conm ssioners and to anybody in the audi ence

who's brave enough to conme up and talKk.
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MR. CASTRO: Did you want to start with the
Commi ssi oners, first, or are you going to let me go first?

CHAI RPERSON SHAPI RO: No, let's do it calnly and
listen to you, calmy

MR. CASTRO: Well, you're in |uck. My nane is
Ri chard Castro, representing Parinutuel Enployees Guild, and
the reason why you're in luck, |'ve got ny boss, the little
gentl eman next to me, so | will behave

You mentioned sonething about the fairs. Ch,
good, here comes Chris.

I"'ma little bit concerned, it |ooks to me I|ike
from your opening statenent, and | don't nean to be

contentious on this, that you seemto be encouraging ideas

of where you want the fairs to go if, in fact, let's say Bay
Meadows decides to close
Well, I'mtaking the opposite point of view I''m

sayi ng that maybe you should be | ooking at the private
tracks nore so than supplenented tracks, that you should be
| ooking more toward enhancing racing at the major tracks,
t hat maybe you should be | ooking nmore toward novi ng some of
those dates to Gol den Gate Fields, say, rather than to the
fairs. Your statenment kind of alarmed me.

CHAI RPERSON SHAPI RO: And you need not be al arnmed
because my statement was not at all intended to suggest

anyt hi ng.
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MR. CASTRO:. Then let me ask a question of you,

t hat maybe you can ask a question of others, because
apparently you had neetings, which is okay, | have no
problemwith this, that you' ve had neetings with others in
the industry regarding the subject. Is there, in fact,

meeti ngs going on where the fairs are already planning to
figure out how they're going to cut up Bay Meadows racing

days, have you had any of those di scussions?

CHAI RPERSON SHAPI RO: I, personally, have not had
any of those discussions. I have not had -- | have met
with, | believe, nearly everybody in the industry that | can

think of, to ask their vision and bring them together to

di scuss this subject, including you.
However, | have not seen a cal endar, | have not
put forth a calendar, |'ve not suggested a cal endar. What |

have suggested to the fairs is that in my mnd, and this is
just nme speaking, that it would appear to ne to be nore
productive if some of the fairs, which race two weeks at a
time, would | ook to consolidate some of their fair dates and
race them at one venue, or two venues, or three venues, such
as they would have a longer race neeting at a venue that
woul d generate more business, retain nore horses for the
i ndustry.

Let's use Santa Rosa. Santa Rosa put in a turf

course |last year. Other than Santa Rosa, |'m not aware of a
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fair, except for perhaps Bay Meadows, because they have a
turf course, where there's turf racing afforded to those
horses. So does that mean those horses | eave the State,
does that mean those horses have to go el sewhere?

So inmy mnd, and I don't want to pick any fair,
rat her than running two weeks at Ti mbuktu, and sonme ot her
pl ace, maybe at Santa Rosa they should have a six-week neet
and they run six weeks, two of which are for them and two
are for Tinmbuktu, and two are for the other guy, but it
woul d provi de some consi stency and provide that there could
be some monmentum built up at a fair, which would generate
more income for the fairs, nore opportunity for the
hor semen. That's what |'ve suggested.

And |'m anxious to hear fromthe fairs because
they said that they were going to |ook at that. Now, ot her
than that, |'ve had no other discussion

MR. CASTRO: I'd be nobre than happy to step aside.
I"d love to hear from CARF, tell us how much additiona
money they're willing to put into pronmoting the fairs.
woul d | ove to hear that. I would |l ove to hear how CARF is
taking these great steps to go out and find nore horses, new
owners, new trainers fromout of the state, and bring them
in here to California. | would |ove to hear that. I wil
gladly step aside.

CHAI RPERSON SHAPI RO:  Great, thank you.
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MR. KORBY: Chris Korby, California Authority of
Raci ng Fairs.

As al ways, dates is a conplicated issue. To
respond, part by part, to some of the issues that have just
been mentioned, fairs have had di scussi ons, serious
di scussi ons about what the future of the racing cal endar
will look like.

Most fairs that conduct |live racing are based in
Northern California, so nost of the focus of conversation
has been on Northern California.

There's a huge unknown in the not-to-distant
raci ng cal endar. What happens to Bay Meadows, is Bay
Meadows going to continue to race or is Bay Meadows not
going to continue to race.

So there are a number of variables invol ved.
There's much nmore of an issue than will fairs consider
consolidation one with the other, does that make sense, how
could it happen, over what time frame, would fairs agree to
it.

We've had those discussions, there's not a
resolution to that.

Bear in m nd that nmost of these fairs,
particularly the fairs that conduct racing in Northern
California are long-standing institutions in their

conmuni ti es. Some of them have conducted racing for 150
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years, and it's an integral part of their fair.

So asking a fair to consider noving its dates to
another venue is a really serious matter for each of those
fairs. I think it's important that the Board appreciate
t hat about the discussions that our group is having amngst
t henmsel ves.

There is one other aspect of this that | think
it's inportant to look at for longer-term future planning,
and that is what we're seeing already, the inmpact of rising
real estate valuations for those privately owned tracks,
tracks that are owned by the operators.

There's going to come a time when those tracks,
and | think we're already seeing it at Bay Meadows, the
owners of those tracks recognize that they can nmake nore
money, the highest and best use of that asset is for a
purpose other than racing. That's a serious matter for this
Board, it's a serious matter for our industry. MWhat will
the future be?

We woul d offer, as a consideration, that fairs,
which are publicly owned entities, could be part of that
future. And by way of exanple, and precedent, | will point
to Del Mar. Del Mar is -- the facilities at Del Mar are
owned and were built by the 22nd District Agricultura
Associ ation. They're run very well. W all acknow edge

it's the finest racing in California, anong the finest in
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the worl d.

I ook at that precedent as an exanple of the kind
of public/private partnership that could be part of the
future for California racing.

So those are a few observations comng from ne, as
a representative of the fairs.

VI CE CHAI RPERSON MORETTI : M . Korby, could | -- |
appreciate what you said, but w thout putting words in his
mout h, | think what the Chair was tal king about was an issue
that we've tal ked about before, in the past, the whole
notion of consolidation, and that fairs would be creative,
be inventive. Not necessarily stick with something just
because it's been 150 years worth of tradition.

Horse racing in California is all about tradition.
And which | think, frankly, and to my personal opinion, is
part of the problem with horse racing right now, because
everybody's been stuck in the mud, so to speak.

So back to the idea of the Board requesting that
we hear from you what the fairs have tal ked about and, so
far, | didn't hear anything new of what the fairs have
tal ked about.

Del Mar is an outstanding exanmple, | agree with
you, but is that something new that you' ve tal ked about? W
know that there is a serious threat to the whole racing

i ndustry because there are potentially, one, two, maybe
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three, maybe all of themwill go away, | don't know. I
mean, | don't have a crystal ball

But we would |like to hear what the fairs plan to
do to keep thenselves afl oat. Because, you know,
saying -- we're not trying to threaten with the idea that
maybe the Race Dates Conmttee would |Iike to see instead of
two weeks here, six weeks of -- the Chairman just gave an
exanmpl e of.

I mean, would you actually think that it would be
better to have two weeks of a ho-hum fair, or the sanme thing
happens that has happened for 150 years, that would be
better than potentially having a six-week, you know,
exi sting, thriving event in the comunity that brought many
more revenues and potentially nore jobs, and nore excitement
to the community.

And, also, mtigated any | oss of revenue to the
fairs that m ght give up some dates and tines.

I mean, | would |like to hear you say that you
woul d be open to thinking and tal king about that, and | hear
you say that you're closed to thinking and tal king about
t hat .

MR. KORBY: I"m sorry, you heard me say that what?

VI CE CHAI RPERSON MORETTI: To my m nd, what |
heard you say is that you do not want to hear or talk about

consolidation of the fairs
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MR. KORBY: No, the fairs are discussing that.
VI CE CHAI RPERSON MORETTI: Well, | thought --

maybe |1'm not understandi ng, but | thought that that was the
question and | didn't hear you answer that.

CHAI RPERSON SHAPI RO: Chris, let me be, then, nore
direct. Okay? The way we're doing it is not working
Ckay. | see that we get up here and we rubber stand these
two- week neets. And somebody's going to sell hats, and
sonebody's going to run a shuttle. That's not working.

And the bottomline is that you guys are in
j eopardy of not getting the anount of noney that you've
gotten in the past. The money that you get fromracing is
not com ng back and benefiting racing.

Now, we're the California Horse Raci ng Board. Qur
job is to find the best way to make racing in the State of
California work. And | appreciate all the history and
tradition, but the history and tradition isn't going to pay
the bills.

So what |'m hoping, and it doesn't just conme down
to you, is some of us in this industry have got to be
forward thinking in saying, you know what, we're not doing
such a hot job. What can we do different, how are we going
to turn it around and make racing sustain itself.

We all hope that there's the magic bullet, whether

it's instant racing, it's slot machi nes, whatever it is.
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But racing's got to improve itself.

Now, the fairs have to be a part of that. And
what | don't see is how, by going to a bunch of run-down
fairs, fair facilities that are not inproved, whereas if
there's a chance to inmprove a few of them and they are new
and exciting, and generate nore revenue for the fair
districts, and for racing, then shouldn't we | ook at that.

And we're asking you and | have asked you for over
a year, when we met at Los Alamitos a year ago, | said, I
want you to cone forward with a plan so that we could | ook
at trying to change the direction of horse racing. And it's
not to slight any particular fair, but |I don't see revenues
bei ng generated by these fairs that are benefitting horse
raci ng.

So we're asking you what's your plan. And, yes,
your plan should be there's plan A, plan B, and plan C.

Plan A is Bay Meadows is in existence. Plan B is Bay
Meadows goes away. Plan C is that Bay Meadows and Gol den
Gate go away. | don't know.

But we need people to start thinking out of the
box. I don't understand why you or anybody else in this
i ndustry isn't willing to | ook at contingency plans of how
we're going to save the horse racing business in California.

It's not okay to just do the same old, sanme old

anynore.
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MR. KORBY: We are |looking at that, we're tal king
about that.

CHAI RPERSON SHAPI RO: When are you going to cone
forth and share sone ideas? This is the first meeting. W
wer e supposed to neet on the 12th, that wasn't able to be
done.

We were then going to meet on the 9th. Then we
were going to neet on the 15th and 16th. Here we are on the
22nd, and there still are discussions. Those discussions
have to |l ead to some ideas.

COVM SSI ONER HARRI S: | agree that we definitely
need to think outside the box and do a clean slate, and al
that, but | don't think -- | nmean, it is -- | don't think
some of the problems should strictly be blamed on the fairs.

CHAI RPERSON SHAPI RO: I'mnot trying -- you're
right. You're right. John, you're right.

COMM SSI ONER HARRI' S:  The fairs aren't really
doi ng anything that different than the other tracks.

CHAI RPERSON SHAPI RO: | totally agree with you.

It's unfortunate that he's standing here, because this is

really a speech to everybody. Chris, | apologize for that.
COVM SSI ONER HARRI S: I think everybody has got
the same -- you know, we've just got kind of stal emate going

on in the whole industry, as far as what are we going to do

if this happens or that happens. And the problemis it
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coul d happen pretty fast and we do need, you know, plan A
and pl an B.

CHAI RPERSON SHAPI RO:  That's exactly right. And |
think that the industry needs to hear from this Board.
mean, yes, | put nyself out front and |I've been the one
that's been saying we need to do this planning. But | think
that you've heard from Commi ssi oner Moretti.

And, again, it is not just directed at the fairs.
| say the same thing to the race tracks. You know, we need
to put a better product forward, we need to put a cal endar
that works, that's attractive to the fans, to the wagering
public. We need to get our business back. If this were a
busi ness, we'd go broke because we're not doing a good job.

And yes, Richard, it includes |abor and all the
other unions. W need to save this industry, how are we
going to do it.

COWM SSI ONER HARRI'S: | think the horsemen need to
be -- you know, have obviously got the biggest investnent
and they --

CHAI RPERSON SHAPI RO:  Absol utely.

COVM SSI ONER HARRI'S:  -- need to be com ng forward
with some plans, too.

MR. KORBY: Well, we appreciate your interest and
are stimulated by your interest to consider these things,

and we are having these conversations.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

73
| hope you appreciate that fairs, the institutions
that they are, each of whomis governed by a board, each of
whi ch has deep roots in its community, has to work through
sone of these things as a group, and that pace may not be he
same pace that you want to see. But it's happening

The other thing I'd like to offer is that, yes,
we're not the only ones here. I hope this conversation does
not focus on the fairs because I1'lIl tell you why --

CHAI RPERSON SHAPI RO: Chris, it's not.

MR. KORBY: -- because we're making a commtnent,
now, that we're going to stay in racing for the longer term

CHAI RPERSON SHAPI RO: I hope there's racing --

MR. KORBY: I don't know that all the racing
institutions in this room --

CHAI RPERSON SHAPIRO: -- to stay in.

MR. KORBY: -- are willing to make that
comm t ment .

CHAI RPERSON SHAPI RO: Okay, and | understand that
point. And those that are comm tted, again, Santa Rosa put
in a -- made an investment. They deserve to be rewarded.
appl aud them Ckay. I'mtrying to find a way to say, hey,
you guys spend two, three mllion dollars on a turf course

let's find a way to thank you and hel p.
So again, this is not directed at the fairs,

pl ease make sure that it's not just at the fairs, okay, that
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you think it's that way.

MR. KORBY: Good, thanks.

CHAI RPERSON SHAPI RO:  Okay, thank you.

MR. CASTRO: May | ?

CHAlI RPERSON SHAPI RO:  Yes, there's others in |line.

MR. CASTRO: | asked if they were in line, | was
courteous.

CHAI RPERSON SHAPI RO: Okay.

MR. CASTROC: I'"m going to make a comm tnment to
you, also, and people in the room probably aren't going to
believe what |'m going to hear, and so |'m going to put it
on the record for everybody to hear.

I*"'m making a comm tment that |'m going to do
everything I can to nmake Bay Meadows and Hol |l ywood Park live
race tracks here, in California.

Jack and | have had numerous discussions over
this, even to the point where he would prefer that | tone
down sonme of my remarks when | hear about housi ng projects,

et cetera, et cetera.

But | don't give a dam. I'm here to et you know
I want to keep Bay Meadows, | want to keep Holl ywood ParKk.
Second, | think the -- and |I'm not saying that

this needs to be done tonight, because in a |ot of ways | do
support the fairs and what | didn't hear from Chris, but

you'll hear it fromme, | can remember when satellite racing
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came in and the big thing of the industry, we need to get
our product out, we need to expose our product out there.

Well, part of the product, like it or not,
what ever side of the fence you are on, the fairs need the
live racing in the outlying areas, that is the product. And
how you want to merge it, whatever, is your decision, |'l
respect it as a regul ator.

| think it's fair to the roomthat in the
di scussions that you had with our local, and not the other
| abor unions, but we will neet. I'"m not saying you turned
your back on anybody. We tal ked about the possibility, and
this was a discussion, there were no proposals, four-day-a-
week racing at maybe sonme | ocations, and you were trying to

get educated as to the impact you would have on our

contract, and Wal ker is here. I think they will -- the
i ndustry will probably say that if there is a reduction of
hours, that they most certainly will open up negotiations to

readj ust vacation pay, health coverage, and things Ilike
t hat .

I"'mfairly certain that the industry wil
cooperate with |Iabor to make all of this work.

But | thinking that one alternatives you could
have, and one bright light hit me, which | know Chris is
going to find insulting, but maybe someone can build on

this. You have the situation in Sacranento, where you have
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the harness nmeet during the State fair. The bad part that |
saw about that is that it turned away a | ot of the m xed
breed peopl e. You know, that the m xed breeds were part of
the fair circuit and then all of a sudden they came to
Sacranmento, and there wasn't any thoroughbreds, which
satisfied the industry, | guess, that the horses would get a
rest.

Why couldn't the fairs do nore with m xed breeds,
rather than with thoroughbreds? |[|I'moffering that as one of

your alternatives.

CHAI RPERSON SHAPI RO:  All right. Ri chard, | want
to hear from ot hers. | appreciate it. Again, |I'mglad that
you -- | hope that Bay Meadows and Hol | ywood Park are around
forever. I hope that we can find a way to stipulate racing

and if it's through m xed breeds or, maybe, Cal Expo puts in
anot her race track, | know there was some discussion, and
they could run thoroughbreds in the day and harness at
ni ght, again, I"'mtrying to find what can we do as a
contingency plan and also as a plan to stinmulate business in
the State of California.

So thank you and, perhaps, M. Goodrich wishes to
speak.

MR. GOODRI CH: Richard left me a little room
Cliff Goodrich, representing Fairplex.

We' ve got about a five- to ten-m nute Power Point
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presentation. The technical expert tells me that you're
probably going to get a better view if you're sitting in the
audi ence because | guess it's going to be on the big screen
and, otherwi se, you'll get blinded. So I don't know if
ot hers have Power Point, but I'"'mtold that's probably the
best way to do it.

MR. GOODRI CH: Can everybody hear nme? The
Chai rman mentioned it, but I'd like to reiterate, first of
all 1'"d like to salute Hollywood Park for the announcenment.
| guess, while the Board mandated this by the end of 2008,
it isn't sonmething they had to do this soon. And whet her
mandat ed or not, | guarantee you others will follow. I know
pl ans are in the works. But | think it's a great step
forward for racing.

But as the Chairman said, we're here because we
were invited. Fairplex has always assunmed that given the
purchase, and 1'I1 talk about Southern California, of
Hol | ywood Park, by Bay Meadows Land Conpany, and without
getting into what they stated in their release, | don't
think there's a doubt in anybody's m nd that Holl ywood Park
pl ans on racing through, hopefully, all of 2008.

Beyond that, right now, as we stand here today, it
gets a little murky. And until that fog clears, | think it
does only make good sense for this Board to |ook at a |ong-

term cal endar, because good busi nesses plan years in
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advance.

Unfortunately, this is difficult business where
we're putting out forest fires every year, there's not a big
enough pie to cut up, and it leads to short-termthinking.

But in Fairplex's mnd, there probably needs to be
two cal endars cone out. The first one will probably be a
cal endar for 2007 and 2008, that will certainly include
Hol | ywood ParKk.

What happens beyond that |'m not sure, but that's
why Fairplex and others are here, so that there is
alternatives presented to the industry and this Board, that
others can look at and it is in the spirit of that, that we
have a short presentation today.

And to start, I'mgoing to turn it over to M ke
Cedar . M ke is the Chief Financial Oficer and Vice
President of Fairplex. And after his remarks, |I'l1l make
some concluding remarks. Okay, M ke.

MR. CEDAR: Thank you, Cliff. Good afternoon
Comm ssi oners.

VI CE CHAlI RPERSON MORETTI: Good afternoon.

MR. CEDAR: I wanted to talk a little bit about
Fai rpl ex's plans. I'm M ke Cedar, |'ve been with Fairplex
for over 20 years and we've been a long-term participant and
support to the thoroughbred racing industry.

As you all are aware, we have live and satellite
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racing. We have Barretts Equine Sales facility and we have
year-round training.

And Fairplex is a place where someone can come
out, they can buy a horse at the Barretts sale, and they can
train it on the back side at Fairplex, they can race it at
Fai rpl ex, and they can wager on it through our satellite
wagering facility.

We've been a partner with the industry for years.
Our training facility has been in existence for well over 30
years. We're a major contributor to all of the race tracks
in California.

I ncome generated from thoroughbred racing is
reinvested at Fairplex. |In the time that |'ve been at
Fairplex, 1've seen our race track expand froma half-nle
bull ring to a five-eighths mle facility. W' ve renovated
our grandstand and, of course, we've made a significant
investment in Barretts and all the related barns within that
conpl ex.

Alittle bit about who Fairplex is. W are a
nonprofit organi zation, we've been in business since 1922.
As a nonprofit, our mission is really to create econom ¢
i mpact, create jobs, and to be an asset to our community.

Thor oughbred raci ng has been a major part of our
busi ness since the outset. W, as an organi zation, have a

long-term | ease with the County of Los Angeles. That | ease
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goes through 2043, plus two five-year options, so we're
going to be here for at |east another 40 years operating
Fai rpl ex and the Los Angel es County Fair.

The team at Fairplex is hands-on. W're all on-
site. We have a proven track record of success. If you
| ook over the years you'll see that our race neet has
i mproved, that our training has improved, that our |ITW
facility has inmproved.

The seni or management team which operates all of
Fairplex, has nore than 200 years of experience throughout
the industry.

The various conponents, just a little nmore
i nformati on, we started racing in 1922, offered the first
pari mut uel wagering in 1933, in Southern California.

This last year we had 7.1 mllion in average daily
handl e, which ranked us tenth in the United States.

Our satellite wagering facility, that operates
year-round, ranks us fifth in California.

The trai ning program adds about one-half horse per
race, per day, throughout California.

In the Barretts facility, horses catal ogued
account for 17 percent of all the starters at California's
race tracks. And we are partnered with CTBA, and we started
a yearling sale, a joint yearling sale |ast October. It was

very successful and we see that going forward as a
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partnership for a very long tine.

Alittle bit about the market that we're in. The
L. A. County fair event attracts 1.3 mllion people. The
year-round shows and events business that we're in attracts
another mllion and a half. So there's about 3 mllion
people com ng to Fairplex, today. Those are all people that
can get exposures and have exposures to racing that takes
pl ace, or satellite wagering that takes place on the
property.

The Inland Enpire is the fastest growi ng urban
mar ket in the country. Wthin a 20-mle radius there's
about three and a half million people that live within our
communi ty. The denmographics are very attractive. The
average age is young, 33. The average household i ncome is
over $78, 000.

The communities are noving from bei ng somewhat
sl eepy, suburban communities, into now retail and
entertai nment comunities, and business is follow ng the
suburban crawl to the east.

We're at the hub of L.A., Orange County, and the
Inland Empire. We like to say that every day Fairplex seens
to be getting a little closer to the center. The growth to
the east is pulling us right into the m ddle of the Los
Angel es region.

Our freeway systens serve four adjacent counties
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around us and we have strategic proximty, of course, along
the 210 and the |-15 corridor to Santa Anita and to Del Mar.

And the majority of trainers and enpl oyees, who
work in the racing industry, reside in the San Gabri el
Vall ey, in the Inland Enpire.

So we've been | ooking at a track expansion,
tal ki ng about a track expansion for some tinme. The
hi ghli ghts of that, and we'll go through a few nore slides
that will give you some pictures of this, but the highlights
are an expanded one-mle track, with a synthetic surface, a
seven-eighths mle turf track, inprovements to the
grandstand facility, a new paddock, back side inprovenents,
and a new | ook and feel, a park-like ook and feel for
Fai r pl ex.

Looking at the facility from about 30,000 feet
down, Fairplex enconmpasses 550 acres. About 300 acres of
that are parking lot, and the balance of it is a facility
that's in use, either buildings or the race track
envi ronnment . The race track takes up, currently, about 125
130 acres.

Wth an expanded track, that will move up to a
number closer to 160 acres.

And so as you're |ooking at this graphic, the race
track, of course, is right there in the center. The barns

are on the upper left-hand corner, and there's 1,300 stalls
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t hat woul d be part of this conpl ex.
And you see the parking fields down bel ow the
track. And those parking fields, as | nmentioned, currently
we can accomodat e about 30,000 cars, so we certainly would

have adequate parking to deal with any size crowd or any

size event. Duri ng the Los Angel es County Fair, on a
Saturday, we'll do 120,000 people and easily park 30,000
cars. So it all seems to work well within our facility,

even with an expanded race track.

As you look at the track a little closer, now,
we're | ooking at the one-mle poly track of some sort, a
seven furlong turf track.

We spend a lot of time, probably at |east a year
and a half, in conversations with a variety of people in the
i ndustry, owners, trainers, horsemen of all sorts, to talk
about this track and to try to incorporate some of the
things that they would like to see in a new facility.

So what you see here is sort of the result of many
conversations and many interactions of what this race track
could be at Fairplex.

We understand that in order to be major |eague, we
need to create a major | eague entryway. So what you're
| ooking at is what would be a new entry point into Fairplex
Park. And you'd be coming in off a hill, on Fairplex Drive,

and | ooki ng down on the facility, and you can see sort of
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off to the far right the race track enclosure, itself.

The feel here is to make it contenporary, to make
it easy access, to nmake it a lot nore confortable for
pedestri ans.

Let me skip back here to the paddock area. Thi s
woul d be a brand-new paddock for us. W like to create an
environment that's fan friendly, water features, a | ot of
green, a lot of | andscape, super graphics over the paddocks,
and a tie-in of some of the Barretts |ook and feel into our
barn area -- into our paddock area.

As you are all aware, the Barretts area has a rea
nice Kentucky style feel and we'd like to continue that
t heme t hroughout as nuch of Fairplex as we possibly can.

The grandstand facility, we would |Iike to add
about 40 feet. This addition would be used primarily for
private parties and for special events. This is on the |eft
side of the facility.

As you | ook at the existing grandstand, we'd be
renovating in that facility. Wat we're trying to do is to
create nmore areas for people to gather.

We're finding nore and more with our business that
it's about the social experience that we're trying to
create. And as we design this, it's really with the idea in
mnd that we're trying to solicit groups and group

activities to come in and enjoy the races.
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The dining terrace would be expanded so that we
could acconmpdate several hundred nore people.

And from the back side of the race track, we'd
build a new stable area cafeteria. This would be off of
VWhite Avenue. It would have access to the public, so
custonmers could come in, could sit on the back side, have a
meal , have a cup of coffee, watch the horses run and wager
fromthe back side of the facility.

What we're | ooking at for this sort of a project
is about a hundred mllion dollars. W've been back over
this many, many times with our architects, and we keep
I anding in and around this nunber.

The race track inprovenents are about $75 mllion
the majority of that noney going into the tracks, the
rel ocati on of barns, and the construction of new barns.

Grandstand i nprovements are to create those areas
that we would like to create for groups and to really
renovate the entire grandstand facility, that's $25 mIli on.

Well, how do we pay for this? Assum ng that
raci ng dates becone avail able and that Fairplex is
considered as a |ocation, relocation, when you |ook at the
econom cs of it, we believe that we need to have 20 weeks of
raci ng, or the equival ent. So it may not be 20 weeks of
racing, it may be some other variation of that.

But that if this is the location, the industry

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

86
woul d need to work together on an econom ¢ solution that
woul d get us to about the same point, 20 weeks of racing.

We're also | ooking at different financing
alternatives, whether or not we could create a JPA
structure, whether we could do something simlar to what De
Mar did in the construction of their facility. And we're
| ooking at a variety of public and private fundi ng sources.

In terms of entitlements, what do we need to do to
be ready to go. The racing |aw already allows for racing
dates in the Central Zone. The City of Pomona woul d not
require any new zoning, we're entitled to have a race track,
we're entitled to expand a race track.

And our county | ease clause -- county | ease has a
use clause that already allows us to be in the horse racing
busi ness, as we are. So really, froman entitlenment stand
point, it's a fairly straight forward process.

Those are ny remarKks. I'd like to turn it back
over to Cliff and allow himto make some concl udi ng remarks
on behal f of Fairplex.

MR. GOODRI CH: Thanks, M ke. I think, obviously,
as you see the pictures, if racing dates becone avail abl e,
think that that's an easy inprovement. Not that it's easy
to throw up nice pictures and fancy drawi ngs, nor to spend
what's estimate to be a hundred mllion dollars.

But | think there's another piece of the puzzle,
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and that's the vision the Chairman and sonme Conmi ssioners
tal k about. And what | |ike about Fairplex and the work
do for themis it may be faulty, and it may be wrong, but
t hey have sone very strong thoughts as to what this industry
needs to do to make it better.

And assum ng racing dates becone avail able, one of
the first things we feel that are very inportant is to
financially strengthen the incumbents that are |eft,
starting with MEC, Del Mar, Oak Tree, the thoroughbred
horsemen and the breeders.

How do you do that, you allow them nore weeks
They expand their calendars. And just given their historic
|l evel s of handle, that will inmmediately increase purses and
conditions and benefit the entire industry.

Step two. I've worked for public conpanies all ny
life. G ven the present economic climate in California, |
think it is fairly clearly that once Magna is strengthened
I think you need to take a |long | ook at noving towards not -
for-profit conpanies. They don't have sharehol ders, they
don't have private investors, they don't have Wall Street,
and their charters basically say what we nmake goes back into
the gane.

And if racing has any chance, any change
what soever, what is made needs to be reinvested into the

game. Fai rplex's charter is just that, as are the Oak Trees
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and, basically, the Del Mar's of the world.

Third, and | don't think anybody would argue with
this one. Purses nust increase, conm ssions nust rise, the
product must be inproved. Boy, that's easier said than
done.

How do you do it? Well, the first step
Hol | ywood' s taken and | know others will follow, you have to
have safer and nmore consistent racing surfaces, and that's
certainly in Fairplex's plans.

Secondly, you have to nove towards nmore not -for-
profit conpanies.

Thirdly, you've got to have nore eligible horses
to draw from and that takes not only major |eague racing
centers, but major |eague training centers. And maj or
| eague training centers that include the ability to train on
a turf course.

And that is in Fairplex's plan and, where
feasible, | think horses need to be able to train on turf
courses at the off-site facilities. That's going to
i medi ately increase the field size in your grass races.
You're going to be able to get nore of them and it will
take some pressure off the dirt races and thereby increase
those field sizes.

And finally, should weeks beconme avail able, we

don't believe nmore is better, we believe less is better.
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That is the time for this industry to consider contraction,
to have fewer racing days, major |eague facilities, nore

horses avail abl e.

| assure you, all of that combined will increase
field size, generate fan interest, increase purses, horses
will sell for nmore at the sales at Barretts, or anywhere

else in California. And, nmost inmportantly, you're going to
have a product that you can market.

The industry and this Board talks a | ot about how
are you going to market the product but, unfortunately,
between us in this room and it's not anybody's fault, we
don't have a good product. The product has to be better.

We need to take steps to make this product better and I
think Fairplex is on the right path.

Finally, what | think Fairplex offers, is they
have a long-term |l ease that runs for a half a century.

W t hout any question, that facility is going to be there,
unencunber ed, having the unilateral right to conduct

t horoughbred racing for the next 50 years on a footprint
where you're not going to pick up the nmorning paper and read
the property's been sold and is going to be devel oped. And
that is a great insurance policy for this industry, that
knows sonebody's standing there and putting their best foot
forward, and knowi ng that racing's going to be there without

any doubt, for the next 50 years.
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So what do we think needs to take place? W think
this Board, either in one bite or two bites, needs to make
it clear for the next two years here is the racing cal endar,
and then the murkiness needs to be cleared up past 2008.

So at least for the next three years, through
cal endar year 2011, we think this industry needs, deserves
and nust have a five-year cal endar that conveys a message to
everybody of exactly where the racing is going to be.

Because what Fairplex is tal king about, and I
believe what Los Alamitos is talking about, first of all
you're going to need another facility of Hollywood devel ops
t hat property. It's going to take one to two years to do
the things that we propose. Los Alami tos can speak for
t hemsel ves. If that's the case, you're going to need a year
or two head start to get to that point where, in 2009, if
that's the year, racing would nove to an alternative site.

So with that, that's Fairplex's feelings, and we'd
be glad to answer any questions.

COVM SSI ONER HARRI S: Cliff, | really enjoyed your
presentation. You know, | guess any kind of projections are
going to be dependent on a |ot of different variables. Your
20-week number, to nmake it a viable operation, does that
include the three weeks that you already have or is that
anot her 20 weeks?

MR. GOODRI CH: That's 20 weeks in addition. And
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just to maybe precede or preempt the question that m ght
come, because it gets a bit confusion, we advocate on one
hand a contraction to the cal endar, because we feel that's
in the best interest of racing.

If that were to happen and Fairplex were to be the
candi date, if Holl ywood Park devel ops their property, we're
probably the ones where that's going to get contracted. I
don't see Hollywood, Oak Tree, Del Mar giving up weeks. I''m
not saying they shoul d.

So let's just assume Fairplex ended up with 12
weeks, we're just saying whatever the eight weeks of revenue
woul d be | ost, somehow it's going to take a | ot of
negoti ation, we need to somehow make that up in order to
equate the 20 weeks of econom c benefit without necessarily
havi ng 20 weeks of racing.

CHAI RPERSON SHAPI RO: I want to thank you and |
think that Fairplex should be commended for putting forth
such an exhaustive effort and a very interesting vision. |
think that you've addressed a | ot of the issues that | think
need to be addressed, and so | think it's certainly in the
spirit of what we should be | ooking at.

| happen to agree with you that | think we should
be |l ooking at nulti-year allotment of dates. In the past
|'ve said contracts, and the reason |'ve said contracts,

whet her they're legal or not, would be so that we could not
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only look to dates, but also set standards that nust be net.

Because nmy view is that when we allocate dates, we
are entering into an agreenment of sorts where we are giving
the racing associations the privilege of those opportunity
to race, but we want sonmething in return, and part of that
is knowing that they're going to operate and they're going
to operate at a certain |level which is going to benefit the
i ndustry.

But, nonetheless, | do support the notion that we
shoul d be | ooking at nmulti-year allocations of dates so that
we can take the guesswork out of where's California going,
we can give some comfort to the horsemen, knowi ng that they
have a future ahead of them and that they can bank on.

And, of course, it's going to make it easier for anybody to
finance any inprovements that they choose to make, whether
they're private or public.

MR. GOODRI CH: And while we certainly understand
this Board can't preenpt the future action of others, when a
group of people are tal king about spending a hundred mllion
dollars, a Board can't say, hey, you're in for life, but
there has to be some |ongevity or an indication that, hey,
you' re good with us for X years. After that you're on your
own. But it has to be sonme reasonable period of time
because that's a maj or dent.

CHAI RPERSON SHAPI RO: I couldn't agree with you
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more and, for that, | think it behooves this Board to | ook
at that. And again, | think it's a very interesting
proposal, it offers a lot to the industry, and we have to
stand back and say, well, gee, are we better off doing it

the way we're doing it or are we better off going to a new
race -- getting a brand-new race track. That's pretty
i nteresting.

You know, and is it Fairplex, or is it Los
Alam tos, is it some other place? | don't know, but that's
the di scussion that we need to have. So thank you very
much.

MR. GOODRI CH: And one thing, |I'msorry, | don't
mean to go on, but if | didn't make it clear, given the
i nvestment that we're |ooking at or that Los Alamitos is
| ooki ng at, not knowi ng their number, unfortunately, there's
not room for both. I f Holl ywood Park ceases racing, for
what ever reason, you can't just split the pie up, spend 200
mllion and get it back by dividing racing dates. So one of
those two, or a third entity that hasn't surfaced, yet, wil
have to prevail

CHAI RPERSON SHAPI RO:  Thank you.

MR. GOODRI CH: Thank you.

CHAI RPERSON SHAPI RO: Does any ot her
Commi ssi oner - -

VI CE CHAI RPERSON MORETTI: 1'd just like to say
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thank you for all the effort you've put in. I f nothing
el se, you certainly have stinmulated a | ot of thoughts in the
room | can see people's eyes popping.

MR. GOODRI CH: Maybe worse than that.

VI CE CHAI RPERSON MORETTI : That's okay, that's
what this is all about.

CHAI RPERSON SHAPI RO: Los Alamitos is not here but
they, too, have a plan that -- is sonebody representing Los
Al am t 0s?

VI CE CHAI RPERSON MORETTI : Rod' s here.

CHAI RPERSON SHAPI RO: Ch, M. Bl onien. Per haps
M. Blonien -- you never know which hat you're wearing, so
is today the Los Alamtos hat or is today the Hollywood Park
hat? Which hat, besides that ugly hat, are you weari ng?

MR. BLONIEN: All hats.

CHAI RPERSON SHAPI RO:  Okay, then --

MR. BLONI EN: M. Chairman, thank you for
recogni zing us and we have nothing to say at this point.

And | agree, this is a very, very --

CHAI RPERSON SHAPI RO: Rod, woul d you pl ease step
to the microphone? You' re going to get stuck.

MR. BLONI EN: Thank you, professor, and nenbers.
M. Chai rman, Rod Bl onien, representing Los Alam tos Race
Cour se. I really don't have anything to say. I just think

it was an interesting presentation and | agree with
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Ms. Moretti, it does provoke sonme thinking about the
situation.

CHAI RPERSON SHAPI RO: Well, before you get away, |
have seen a presentation from Los Alam tos, and M ke Pegrim
and it was equally as inpressive to me that there is another
option in the eventuality that your other client would cease
to operate, Hollywood Park, that would provide an
opportunity for the thoroughbred industry, as well.

I was disappointed that they weren't able to make
it up here today to present that plan also for consideration
and t hought but, perhaps at the next nmeeting they'll be
willing to do that, and to show what possibilities there
could be at Los Alam tos.

MR. BLONI EN: I will convey that to them and see
if they would be available to make a presentation.

CHAI RPERSON SHAPI RO:  Okay, thank you.

MR. BLONI EN: Thank you.

CHAI RPERSON SHAPI RO: Is there anybody el se that
is willing -- oh, M. Fravel, brave enough to come forward.

MR. FRAVEL.: M. Chairman, Craig Fravel, Del Mar
Thor oughbred Cl ub.

I just wanted to -- first of all, | think this is
a very, as we've said in a nunber of other, smaller meetings
we' ve had, an exercise that we need to engage in, whether it

pertains to live racing, or training.
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particular, there are going to be challenges in the future,
as MAGNA has indicated, that they've had numbers of offers
for San Luis Rey Downs as a training facility. And we
really do need to work together to find solutions to that.

And much like M. Korby said, | think Del Mar
whet her the Del Mar Thoroughbred Club is the long-term
operator or not, it's going to be there for racing for the
| ong haul

And we have been working with the Del Mar Fair
Board to develop, in conjunction with them a master plan
for the entire race track and fairgrounds property, which
i ncludes significant inmprovements to the back stretch, as
well as the racing surfaces.

And that master plan includes the ultimte
replacement of all the old adobe barns that were built in
the thirties, a devel opment of a horseman's center, and
dining facilities on the back stretch that are first class,
as opposed to our current third-world conditions.

And as we speak, the fair has just finished the

96

destruction and reconstruction of all the barns on the front

side, to the tune of about $15 mllion.
And we are, hopefully, in August, going to be in
the final stages for approvals for the authorization of

funding for the installation of a synthetic racing surface
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at Del Mar, which I think we'll all agree is a highly
positive candidate for that sort of devel opnment.

And so | don't have a |lot to add. | should say,
you know, we're not interested in taking anybody's race
dat es away, or doing any thing other than constructive
things to help and be there with a first class facility, if
we' re needed for things, and |'m sure that we'd | ove to work
with everybody to get that done.

But we're doing sone very positive things there
and | think in the next two or three years. You know,
guess |'m one of those people, when | listen to all the
conversations about racing and the problens we're having, it
all starts with the horses as far as |I'm concerned, and the
live racing product.

And | know |'ve been a broken record on the

subj ect of synthetic surfaces, but | think what Holl ywood
Par k has announced they're going to do will begin to show
di vidends this fall, we don't have to wait too long for this

product to get better, and that's going to be a huge step
forward for all of us.

So that's all | really have to say, unless you
have some questi ons.

CHAI RPERSON SHAPI RO: Thank you.

MR. SCURFI ELD: Ral ph Scurfield and, you know, |'m

kind of a fair guy, in background that is, and what Chris
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said, really, it nmakes me feel better. Because | was
involved with fairs and trying to get them together, and

maxi m ze their revenue, and maxim ze the better facilities,

and do those kind of things, and it was very difficult. But
it appears to ne that mandating it will really be a problem
and 1'11l indicate why.

Some years back Hol | ywood Park was granted the
Breeder's Cup. And Ponpna races prior to that date, and
there was no grass racing there. So they said we ought to -
- we have to provide something for those horses to conme from
the east and all over to prep, so we should have a grass
festival, and Holl ywood Park would agree to run the grass
festival and we'd divide up the stuff one way or the other.

Well, we proposed, then, to grant those ten days
to Hollywood Park, and I'Ill tell you, |'ve never had so many
faxes in nmy life, most of them from Legislators, and many of
them i ndi cated that go ahead and do that, but we can
guarantee in a short period you will be gone and the rest of
your Board, too.

So | think that mandating to political bodies, and
these are big political bodies, and they have board of
directors that like to take their pals up to the Turf Club,
and all of that, is difficult. And you shoul d encour age
themto really get involved and do it on their own, to be

successful .
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One other thing, there's a |ot of energy here and,
yet, we don't seemto be using a |lot of that energy with the
Legi sl ature. Some of the things that we talk about are
going to be helpful to racing, but they won't offset --
every nmonth we get a new state with slots, and every nonth
our horses here, they're running for 10,000, can conpete
agai nst the sanme horses for 15, 25 thousand sonewhere el se.

And we have a great story to tell. W have parity
to tell about. W have 50,000 enployees to talk about. And
we ought to be up there educating that Legislature that we
need sonme parity, either a sharing with the casinos or our
own met hod of garnering that noney and putting it back into
our product, and then purses will go up, and then horses
will cone.

And | think that you people, you've all been
appoi nted by various sections and so forth, can start that
grass roots thing. Because if it's strictly in the media,
the I ndians will beat us. But if we start really telling a
story to all of the people on the streets, and get
organi zed, and precinct by precinct, and wal ki ng, and do the
things that work, and |I think you can be the spearhead

CHAlI RPERSON SHAPI RO:  Thank you, M. Scurfield.

MR. CHARLES: Ron Charles, MEC. For the | ast
several months we have been participating in numerous

meetings, both conmttees, with all racing associations
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attending, in addition to private nmeetings, neeting one-on-
one. And what we're trying to do is exactly, | think, what
you asked for today, you're trying to figure out the future
of racing in California.

I think Hollywood Park stepped up and made a huge
deci sion by going ahead and putting in the synthetic
surface. I think we know, now, for a period of years that
they're going to be racing there and | applaud them

' m not sure where we are in Northern California.
I think Northern California's current cal endar does not
wor k, hasn't worked for quite a while, and | think we need
to totally reexam ne that.

I think for the stand point of comm tment, during
these neetings, and whether it's public or private, |'ve
made it very clear in talking to Frank Stronick, in talking
to everyone at MAGNA, we're here to race. MEC is in the
race horse business. W're going to be here in five years.
If you want a five-year commtnment, if you want a ten-year
commtment, | can tell you right now we are going to stay
here and be racing in California.

Exactly how the cal endar is going to be worked, we
hope to be comi ng back to you within the next nmonth or two
with maybe several different options of calendars in the
north. I think the south, for the next few years, has

pretty much been stabilized because of what Holl ywood Park
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has recently done.

So right now, but | do think the north is a major
consi der ati on. It isn't working, | think we need to get
together and figure a plan that makes sense in Northern
Cal i forni a. Because the way we're racing right now, and the
pat chwork, the way we're trying to do it, is just failing

CHAI RPERSON SHAPI RO:  So |l et ne ask you a
questi on. How can we, as the Racing Board, help facilitate
t hat happeni ng. I recognize that with any change conmes a
| ot of enotion and issues. But what can we do to help
facilitate and al so make sure that nobody's made the heavy
and yet plans are put forward?

MR. CHARLES: It's difficult because if MEC
is -- if Golden Gate is trying to make a huge capita
expendi ture, and we're not sure exactly how | ong Bay Meadows
is going to run, how do we do that?

We're told Bay Meadows may | ast a short period of
time and, yet, they continue to tell us -- they've been

threatening or it's been possible since 1992, and they're

still racing, and they may be racing five or ten years from
now.

Even if Bay Meadows is still racing in five or ten
years from now, the current cal endar doesn't worKk. It

absol utely doesn't work. The prem er racing in Northern

California stops in the mi ddle of June. Does t hat make
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sense? |t doesn't to nme.

And | just think it's time we exam ne this. This
is no shot at the fairs, we're talking to the fairs, we're
talking to everyone in this industry. W just strongly
believe that the current calendar in Northern California
doesn't work. And |I'm not saying anyone's going to be the
heavy, but soneone has to be responsible for taking a
cal endar that doesn't work and fixing it.

And | think it's going to be up to the California
Hor se Raci ng Board, you're the one who del egates and
di spenses dates. We're going to put our best foot forward
as to why we think we should get the dates that we think
we' ve earned. But at the end of the day, it's going to be
your deci sion. And how persuasive we can be, or the fairs,
or Bay Meadows, | think you're going to have to -- you are

the judge and jury.

CHAlI RPERSON SHAPI RO:  Well, | would hope that
before it -- when we will bring this issue back on our
agenda and we'll pick a time, whether it's July or August to

bring it back, and at that point | would hope that people
will have taken the time to get together and come up with
some scenarios that we can consider as a Board.

Because we, as a Board, have to | ook for the best
interest of racing and find the best cal endar, and the best

venues to which we can put our product forward. So |
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appreciate it.

MR. CHARLES: And that's what we're going to do.
And | think if you would go back to |ast year, we
wor ked -- we worked somewhat hand-in-hand with Bay Meadows
to try to find the best cal endar. I"mstill not sure
Nort hern California's cal endar works. We will continue to
work and we will have discussions with Bay Meadows to see if
we can i nprove upon the calendar fromthis |ast year, and
bring the fairs into that, also.

So you're going to be hearing a nunber of
di fferent potential scenarios, and | think that's what you'd
want to hear.

CHAI RPERSON SHAPI RO: That's exactly what we want
to hear. Thank you.

MR. COUTO: Good afternoon, Drew Cout o,

Thor oughbred Owners of California.

I think, as you all know, in September of | ast
year we nmet with our track partners to begin asking the same
questions the Horse Racing Board's been asking. And it's
been a difficult process just to bring that up and to have
candi d di scussi ons.

And we thought it was inportant, as owners,
because there was a | ot of uncertainty about what the future
held here in California, for California racing. And it was

our inpression it was affecting investnments made by owners
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California and out of state, what was California racing
going to look like in three to four years from now

And that was inmportant to us because a deci sion
made this year about breeding a horse results four years
fromtoday in a two-year-old. And so they have to plan
quite a ways ahead.

And because of the uncertainty about the venues,
as | said, we were feeling extremely unconfortabl e about
California's success as a racing venue.

Today, |'mreally pleased, and |I'm thankful, and
I'"d like to congratul ate Hol | ywood Park for announcing the
installation of a cushioned track, because | think that is
going to go a long way to allay sone of the fears and
concerns about the future and it's a very positive
devel opment going forward

When we undertook this whole process of talking
about the future, we weren't trying to force anyone out or
set deadlines, we wanted to know what our options were and
t hen, hopefully, have some contingency plans for what we

woul d do when we finally got to the point at which one of
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these facilities decided that they were going to close down.

If we don't have -- if we don't understand what
our options are and we don't have sonme contingency pl ans,

this industry is going to be in a world of hurt when that
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day cones.

So what | think the Horse Racing Board is doing
that's positive is to help everyone focus on identifying
what the options are, hopefully, not imposing a deadline or
schedul e on anyone, as there's a | ot of econom c issues that
may control these things, but identifying what the options
are and then devel opi ng contingency plans together, as an
i ndustry, for when those days come when we know where we're
goi ng, the industry will be much nore secure, owners wil|l
continue to make the investment and, hopefully, we'll put
this industry headed back on the right track.

And | think, 1I'd encourage you to continue asking
t hose questions, encouraging us to focus on what our options
are, and that would be a really good thing for us.

As | said a nonent ago, we've had a really
positive devel opment with Hollywood Park commtting to the
cushioned track. And six nonths ago that would have been
considered a great victory and | think it is today. So
t hanks to you and thanks to Hol |l ywood Park.

CHAI RPERSON SHAPI RO:  Thank you

Ckay, if there is -- is there anybody on the Board
who wi shes to comment? Otherwise, we'll nove forward.

COWVM SSI ONER HARRI S: On our dates, what sort of a
time table do you envision for next year's dates.

CHAI RPERSON SHAPI RO:  Wel |, for next year's dates,
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we probably should bifurcate this discussion to sone degree,

because we probably should come back and have a pure dates

di scussion. And |
terms of |ong-range thinking,

And per haps,
one year, but
years, if possible. But what
bring this item back for our
time.

it up at that

COMM SSI ONER HARRI S:

sort of time period does it
synthetic tracks in,

CHAI RPERSON SHAPI RO:

COVM SSI ONER HARRI S:

CHAI RPERSON SHAPI RO

COVM SSI ONER HARRI S:
CHAI RPERSON SHAPI RC:
COMM SSI ONER HARRI S:
big issue involved as far as -

CHAI RPERSON SHAPI RO:

better number.
97 days.

MR. LI EBAU:
to him

know edge. | defer

CHAI RPERSON SHAPI RO:
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maybe we could | ook at

next

take to put

because it

You' re using cushion track.

I"m al ways amazed about M.

would |ike to see this discussion, in

al so conti nue.

we should not just | ook at

three, four, or five

woul d suggest is that we
meeting in July, and pick

Just as a question, what

one of these

Ni nety-seven days.
What ?

Ni nety-seven days.

No, 96.
No, 97.
Because | think there's a
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one second? Just one second, okay.

(Off-the-record coment.)

CHAI RPERSON SHAPI RO: Okay, back on the record.

MR. LIEBAU: When it's south, it may be |l ess of an
i ssue because you've got training tracks, but the north,
nei ther Bay Meadows or Gol den Gate have training tracks.

And if one or the other puts in a synthetic surface and,
thus, there are other surfaces out of conm ssion, there
needs to be some planning going on, on that.

VI CE CHAI RPERSON MORETTI: Well, maybe the fairs
can - -

CHAI RPERSON SHAPI RO:  All right, we'll move on
Thank you to everybody who was brave enough to step up.
know t hat was not an easy discussion.

So let's go on to nmore fun things. Di scussi on and
action by the Board on the request of the California Harness
Horsemen's Association that the horsemen's health and
wel fare noney from the "outs" be distributed pursuant to
st at ut e.

This is a matter which relates back to capital
raci ng.

SENI OR PARI MUTUEL EXAM NER REAGAN: Yes,
Comm ssi oners, John Reagan, CHRB staff.

This does relate to the "outs" for the |ast neet

that Capital ran in California, in 2005. Those "outs" are
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mai ntained in the systemuntil May 15th of the year
following, that's the recent May 15th. Those "outs" were
dropped at that tinme, out of the system and those monies
are ready to be distributed.

The CHAA, which adm nisters the Back Stretch
Wel fare Fund for Harness Wirkers, went forward and asked
that this noney be held until such tinme as sonebody could
gi ve instructions.

Their concern was that with Capital not being a
current, on going racing association in California, and
having sonme |l egal difficulties or disputes with various
parties, that this $70,000, approximtely $70,000 that we're
tal ki ng about, if given to Capital directly, m ght becone
mred in some other problens.

And since this nmoney is very inmportant to --

CHAI RPERSON SHAPI RO: No, you really think that
coul d happen? No.

SENI OR PARI MUTUEL EXAM NER REAGAN: Since this
money is really critical to this one program the Wl fare
Back Stretch -- the Back Stretch Welfare Fund, it's very
critical for that, for that noney to be del ayed or otherw se
m sdirected, whatever, would be really a serious bl ow. The
$70,000 for the State of California, an equal amount, |
suppose we could live without, something of a drop in the

bucket, if you will, for the State of California. But for
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the Back Stretch Welfare Fund, that is a critical issue.

And the first cut that staff took at this, we
reconmended that you direct us to work with SCOTW NC, who
is holding that noney, now, to make sure that it is
distributed directly to the welfare fund and to the State of
Cal i forni a.

I understand our | egal counsel has another idea on
that and then there's other people who want to speak to
this. So if you have any questions on my part, | will try
to answer them

CHAI RPERSON SHAPI RO:  Appreciate it. Yes?

COMM SSI ONER HARRI S: Is this Back Stretch Welfare
Fund a distinct fund for harness back stretch workers?

CHAI RPERSON SHAPI RO: Yes, this particular itemis
just for the harness back stretch.

Yes?

SENI OR PARI MUTUEL EXAM NER REAGAN: These are the

"outs" fromthe |ast race meeting operated by Capital

Raci ng.
CHAI RPERSON SHAPI RC: Yes.
SENI OR PARI MUTUEL EXAM NER REAGAN: Okay.
COVWM SSI ONER HARRI S:  So then we need a notion?
CHAI RPERSON SHAPI RO:  Wel |, no. First, we're
going to hear the issue. I think there's a couple of people

that wish to address us.
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MR. CHEIT: Thank you, M. Chairman. I'"m not sure
what to make of your prediction that this would be fun, but
I'I'l do nmy best.

|'m Dave Cheit, with Stevens & O Connell, here on
behal f of Capital Racing.

I have a few m nutes of comments, which may not be
necessary. M. Reagan seens to be concerned that if the
$70,000 is paid to Capital, as the statute requires, that it
woul d not be paid to the Back Stretch Welfare Fund.

We've represented in witing, and | represent here
to you, today, it will be. So there is no reason for the
Board to do what staff is proposing, which | think would
cause you to becone mred in other problems in the staff's
wor K.

CHAI RPERSON SHAPI RO:  Well, then let me ask you a
question. Would you be willing that the nmoney was directed
to the Back Stretch Wrkers Fund to satisfy this, and that
the nmoney's just transmtted directly to then?

MR. CHEI T: I don't see any reason to depart from
the normal statutory process.

CHAI RPERSON SHAPI RO:  Well, let me tell you the
reason, okay, as | understand it.

The reason is that the horsemen are concerned that
the nmoney will be used to defray some other possible

obligations or claim by Capital Racing. I f what you're
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telling me is that's not the intent, and that you wi sh the
money to go to the Back Stretch workers, then | think we

could all be happy if you sinply would say it's fine with
you that the noney be paid to the Back Stretch workers. I
think that would make CHAA happy, and we can nmove on to the
next agenda item

So am | mi ssing sonething here?

MR. CHEIT: MWell, | think the issue's a little bit
bi gger because the total portion of the "outs" includes
additional noney.

I mean, the bigger problem and | won't go too far
into this, if it's not necessary, but staff suggests in
their analysis that Capital was required to make parti al
payments, the 20 percent payments, and hasn't made them as
if we're already in breach of this obligation. And Scott
Li nk's been holding this nmoney all year.

So, | mean, if you're |ooking for sonebody who's
been hol di ng noney hostage agai nst some ot her dispute
somewhere, it's not happened.

CHAI RPERSON SHAPI RO: I'"'m not dealing with hostage
hol d or anybody that's hol di ng anythi ng hostage, okay. I''m
just trying to get the money to the right place.

MR. CHEI T: Okay. The npbney has been held by
SCOTW NC nust | onger than necessary.

CHAI RPERSON SHAPI RO: That's irrelevant at this
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poi nt .

MR. CHEI T: If we're paid to Capital, we would pay
it over, so we have no plans to do anything with the
$70, 000, except what the statute would require us to do.

M. Benbrook said that in witing two weeks ago,
and |'m here to reaffirmthat.

CHAI RPERSON SHAPI RO:  Okay. M. Mandel , perhaps
you want to shed light. |[If they are willing to pay the
money directly to the horsenmen, the welfare fund of the
horsemen, would that be acceptable to you?

MR. MANDEL.: If the question is, is it acceptable
to us -- I"'msorry, Jerry Mandel for CHAA.

If the question is, is it acceptable for us to
have the $70,000 of health and wel fare noney given to
Capital Racing, with M. Cheit's assurance to this Board
that it will be immediately given to the health and wel fare
fund, |'m happy with that.

CHAI RPERSON SHAPI RO: Fi ne.

MR. MANDEL: If the question is something other
than that, then we have a much nore conplicated di scussion

CHAI RPERSON SHAPI RO:  Okay.

MR. MANDEL: | am not agreeable to having anything
more than the $70, 000 given to Capital Racing.

MR. CHEI T: If we were given the other half of the

$70, 000 that was payable to the State, we'd pay that to the
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St at e. | don't see where the problemis.

MR. MANDEL: | don't care about the State, either.

MR. CHEIT: Well, we care about the State.

MR. MANDEL: No, what | mean by that is that
there's 140,000 to be given to Capital, and they're going to
write a check for 70,000 to the State and 70,000 to the
health and welfare fund tomorrow, that's great, too.

But there's 250,000, or sonething like that, that
SCOTW NC has, and we're not agreeable to having all of
that nmoney rel eased, just as we weren't for the other
650, 000 that SCOTW NC is holding until all this litigation
is resolved.

CHAI RPERSON SHAPI RO: Ckay.

MR. CHEI T: And may | respond very briefly on
t hat .

CHAI RPERSON SHAPI RC: Yes.

MR. CHEIT: The correspondence back and forth, |
t hi nk, does delineate. There are two "outs" categories.
The agenda itemrelates to the "outs" categories that go to
the Back Stretch Welfare Fund and to the State.

In addition to that, there are "outs" from
i mported races. It is a smaller nunber. M understanding
is that this agenda item does not ask the Board to take
direction or to give direction to anyone on the disposition

of that noney today.
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CHAI RPERSON SHAPI RO:  Okay. I don't want to see
that this -- frankly, it would be my recomendati on that
this Board take no action on this matter, okay.

COVM SSI ONER HARRI S: Can | make a motion?

CHAI RPERSON SHAPI RO: No. Only because | don't
want to see us involved in a lawsuit that, frankly,
everybody is capable of fighting, and | don't see why we
shoul d enter into the fray.

MR. MANDEL: "1l give you a reason

CHAI RPERSON SHAPI RO: On the other hand, | would
like to see that the Back Stretch workers receive their
money, and | would like to see that the State receive its
money. So if there's a way to avoid that, then I'mall for
t hat .

Am | m ssing sonmething?

MR. MANDEL.: I don't control the noney. All
know is that there is a health and welfare fund that has no
noney in it, that CHAA is trying to advance out of its own
extrenmely limted resources, and that they need this
$70,000. We're fighting over four, five mllion dollars, of
whi ch this is nothing. It won't affect anybody's life.

CHAI RPERSON SHAPI RO:  And let's not talk about
t hat .

MR. MANDEL: And if M. Cheit's comm tnent is that

if, on Monday, M. Berella can have $140, 000 wire
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transferred to his client's account, with the
representation, under penalty of jail for a hundred years,
that that 70,000 is going into that welfare fund the next
day, and the 70,000 is going to the State, |I'm a happy guy.

CHAI RPERSON SHAPI RO: W Il you make that
comm t ment ?

MR. CHEIT: Part of it.

CHAI RPERSON SHAPI RO: Okay.

MR. CHEIT: You know which part | won't make.

CHAI RPERSON SHAPI RO: OCkay, I'lIl tell you what |I'm
going to do.

MR. CHEI T: No, no. I'"m just joking about the

jail for a hundred years.

CHAI RPERSON SHAPI RO: I want to nove this al ong
So what |I'mgoing to do is I'm going to ask that we table
this discussion, will you guys please go back, go outside

and see if you --
MR. MANDEL: No, no, no, that's not going to work.

You need to make a deci sion. You need to say to him you

have an agreement or you don't. We're already fighting over
mllions of dollars. W're not going to reach an agreenent.
| tried this. This started with a sinmle letter, will you

agree to release the $70,000 to the health and wel fare
because it doesn't pertain to anything except these poor

peopl e who need hel p, and the answer was absol utely not.
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CHAI RPERSON SHAPI RO: Ckay. But you're now saying
you will; is that correct?

MS. CHEIT: Yes, if the money's paid to us, we

will turn it around i mmediately.
CHAI RPERSON SHAPI RO: Okay. I's there sonething
I"'mmssing in the if the nmoney's paid to us, |I'Ill turn

around i nmedi ately?

MR. MANDEL: I don't understand what the problem
is, why they would object, instead of it being paid to them
they just pay it directly to the fund. I mean, what is the
i ssue?

CHAI RPERSON SHAPI RO: Do you have a problem with
t hat ?

MR. CHEIT: W would prefer that it be done the
way it's always been done.

CHAI RPERSON SHAPI RO: Okay, | know you'd prefer
it, the way it's always been done.

But will you agree to resolve this, would you
all ow SCOTWNC to pay the noney directly, the 70,000 to

them and the 70,000 to the State of California.

MR. CHEIT: W don't see any difference. | f
that's --

CHAI RPERSON SHAPI RO: Yes?

MR. CHEI T: If the Board insists it be done that
way, we will not object.
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CHAI RPERSON SHAPI RC: Gr eat .

MR. CHEI T: But that's the Board taking action
that's not necessary.

CHAI RPERSON SHAPI RO Ckay, 1'll make a nmotion
that the -- and thank you, and thank your client -- that
SCOTW NC be directed to pay $70,000 to the CHAA Health
Fund, whatever it's called, and $70,000 or the exact nunbers
to the State of California.

Is there a second?

VI CE CHAI RPERSON MORETTI : Second.

CHAI RPERSON SHAPI RO:  All in favor?

(Ayes.)

CHAI RPERSON SHAPI RO: Al'l right.

MR. MANDEL.: Thank you.

SENI OR PARI MUTUEL EXAM NER REAGAN: It will be
done first thing tomorrow norning.

CHAI RPERSON SHAPI RO: Thank you, John.

MR. CHEIT: Before you nove on. I would like to
clarify that the agenda item for today does not ask the
Board to do anything, to give any direction to anybody about
the remai nder of the "outs" noney fromthe inported races.

MR. MANDEL: That is correct.

CHAI RPERSON SHAPI RO: Okay. Okay, we have got to
finish the next few itens very quickly or we're going to

| ose our court reporter.
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The next itemis a report on the Scientific Ganes
Quantum Data Center. Okay, |'"'mgoing to have to limt this
to five mnutes, and no | onger. I'"msorry if that's rude,
but we have got to be out of here because the court reporter
has to be out of here.

MR. KELLER: My nanme is Dan Keller, I'mwith
Scientific Games Racing and, actually, M. Chairmn, and
members of the Board, if you want to just turn around and
take a | ook at the Power Point presentation.

Some of the themes today, just talking about
commtment to the sport, investnment in the sport of racing
and changing fromthe past to a better, bolder future, we
think a | ot of what we've been doing at Scientific Games
ki nd of dovetails with some of that theme, sone of the
t hi ngs that you've been tal king about today.

And our Quantum Data Center is actually a result
of a pretty significant investment that we've made in the
sport over the last -- over the |ast couple of years,
bet ween the devel opment of our new term nals, as well as the
Cap X related to the two data centers, one in New Jersey,
and this facility that's being conpleted in Sacramento, it's
upwards of 35 to 40 mllion dollars worth of investment that
Scientific Games Racing or Scientific Games is making in the
sport of racing.

Just a quick overview of the facility, this is
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actually the blueprint of the Sacramento facility. I m not
going to get into a |lot of the details of this, |'mjust
trying to give you a quick update on where we're at. But

there are a couple of key points to note on how the build
out is being devel oped.

We actually see three different security zones, so
from a physical security stand point, it's going to be a
facility that is unlike anything that is out in the
i ndustry, currently. MWhether it's some of our existing
facilities, some are previous, or some of the other tote
conpany facilities, you have that ol d-fashioned tote room
You have a front door that's |ocked, but a back door that's
open, you know, because that's where people go to snoke, or
have their lunch, or whatever.

And this is just something very different than
t hat . So you | ook at the green zones, you still are
required to have a security card or a security pass to get
into those green zones. GCeneral office use areas.

If you'll look at the blue zone, or zone two is
the operations center. Again, a different |evel of security
that's required to get in there.

And then you | ook at the decoder and the server
roons, a third level of security.

So again, as you | ook at each |evel of security,

fewer and fewer people, people with higher |evels of
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security clearance are required to get into each one of
those | evels.

And the audit | ogs for who's going where are
moni t ored by our corporate compliance department. So it's
not any report that's done within the facility, the
conpliance audit is done by our corporate conpliance people,
in New York, and we think, again, that's something that's
significantly different than how the industry has operated,
previ ously.

Let's just take a | ook at the operations room
Agai n, the Sacramento facility, we're just at the point,
now, where we've had -- the servers and the equi pment has
been delivered, you'd see all the monitors and such on the
t abl es. Everything is currently in the process of being
tested, deployed, et cetera, fromthe conponent |evel.

The same with the servers in the back room As
you'll | ook through the glass, all of that server equi pment
was put in place by Hewl ett Packard, down in Texas. It was
all tested there, it's been broken down, and now it's been
shi pped out to the facility. All of that has been delivered
to the facility and we're in the final stages of that
depl oyment .

From the support stand point with Hew ett Packard
again, this is just showing some of the servers in the

server room But the commitment or the relationship that we
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have with Hewl ett Packard provi des guarantees that the
hardware at the QDC will have no single point of failure.
Agai n, something very different than some of the other
facilities in the industry, today.

We've contracted with the highest possible |evels
of technol ogy mai ntenance and support with Hew ett Packard.
Again, the commtment is for |evel four standards being met
fromthe Up Tine Institute, and that expectation is 99.99,
et cetera, percent up tinme.

So currently, where we're at, the infrastructure
equi pnent has all been installed and tested. There's dua
UPS systems and generators. There's a dual HVAC system
The fire systems, the alarm systens have been tested and are
in place.

The equi pment, like | said, was just delivered
recently from Hewl ett Packard, it was delivered on the 19th,
so just a couple days ago. And we currently have Hew ett
Packard engi neers, along with our own engineers, currently
on site, in the final stages of getting equi pment depl oyed,
software tested, installed, et cetera.

One of the other things that we're looking to do
is assenmble a working group within the industry to determ ne
the specific dates, then, of mgration. So as far as the
facility, itself, like | said, we're kind of at these final

st ages.
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Now, you start to | ook at, okay, how do we take
these systens that are old, at these various sites
t hroughout the State, and get them depl oyed, or get them
into this new QDC facility and start taking advantage of the
i nvestnment infrastructure and some of the things that we're
doi ng there.

So we're | ooking to work with a working group, or
define a working group within the industry to determ ne
t hose specific dates for mgration, determ ne the order, you
know which facilities make sense to go before others, based
on race dates, and other things of that nature, and then
determ ne the other specifics, obviously, with the mgration
and testing, et cetera.

Just a couple quick notes on the m gration
framewor k. Each system continues to operate as it's own
instance of tote, currently as it exists out in those renote
facilities but, also, once it gets into the QDC facility, as
well. There are upwards of 109, a hundred and some odd
bl ade servers, and instances of tote will reside on three
bl ades, or the instances of the tote will reside on three
bl ades and that will continue to be the case as we go
through the m gration process.

Utimtely, what we will be doing is upgrading the
system as it currently exists at the facility, at the renote

facilities where they are now, in |location, to our top level
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software. We'll do testing and we'll allow it to run for a
week or so in that facility, to make sure that any hiccups
have been addressed, and then we'll nmake that m gration into
the QDC facility.

The m gration into the QDC is an overni ght event,
it's about a four- to five-hour event. So when you shut
down at the end of the day, on a Sunday evening, all this
work can be done and finalized by five, six o'clock the next
morning, well in time for any kind of sinulcast wagering
anything that you're going to be doing the next day.

Qur tentative game plan at this point in time,
again, the facility is being built out, it will start to be
ready to accept systenms collapsing into it starting on the
18th of July. The first systemthat will be going into the
QDC West is the Canterbury Park system  The Canterbury
systemis responsi ble for Canterbury Park, Dairyline,
Greyhound, Turf Paradise, the Arizona OTIBs, and Yabap
Downs.

Fromthe 18th of July through August 6th, we will
be refining the QDC operations, everything from continuing
to ramp up on the necessary personnel -- again, this isn't
just to be sort of the existing environment out in the tote
wor | d, where you have one great guy at the race track, and
when he's sick or he's on vacation, then sort of all heck

breaks | oose, this is really to staff these facilities with
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the best and brightest, people with unique skill sets that
have not been enbraced or haven't been put in place by the
i ndustry, previously.

On 8/7 is when we'll collapse or bring in the
Hawt hor ne System The Hawt horne System i s Hawt hor ne Park,
the Chicago Intertrack Partners, Balnmoral, Maywood, et
cetera.

And then from that point forward this is really
our proposed, but this is where we need feedback fromthe
ot her participants, the associations and the industry, and
where the work of a working group would conme into play.

Ri ght now, our proposed idea is to have Bay
Meadows, Los Alam tos, and then Southern California foll ow
the time frames outlined, currently. But, again, that's
subj ect to change, subject to change based on the feedback
fromothers in the industry.

CHAI RPERSON SHAPI RO: Al'l right, thank you. ' m

sorry to cut you off.

MR. KELLER: Well, to be perfectly honest, that
was it.

(Appl ause.)

CHAlI RPERSON SHAPI RO:  Thank you very nmuch. \When
Comm ssioner Harris is done playing video games, we'll end

t he meeting.

Thank you very much. In the interest of time, |
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would like to defer Itenms 14 and 16, and the only item | eft
woul d be Itenms 15, and then general business.

So Item Nunmber 15, which really is -- John, go
ahead.

SENI OR PARI MUTUEL EXAM NER REAGAN: Commi ssi oner s,
John Reagan, CHRB st aff.

CHAI RPERSON SHAPI RO: Hold on one second.

MR. LI EBAU: Comm ssioners, Jack Liebau from Bay
Meadows and Hol | ywood Park, and we just -- we have just
concluded the nmeet at Bay Meadows and we're running, still,
at Hol |l ywood Park. And | note, with respect to this one,
Number 14, it tal ks about numerous problems, and del ays, and
failures at the track of the totalizator system | would
hope that when that agenda item was brought back, that we
could have a list of those before the nmeeting. Because,
frankly, | don't know what they are, as President of both
tracks, and | would like to be prepared to address those
So when you bring it back, | would hope that you would
i nsist upon getting some information as to what those
failures are because, unfortunately --

CHAI RPERSON SHAPI RO: None of them were on the

part of Holl ywood Park or Bay Meadows, but we'll be glad to
do that.

MR. LI EBAU: No, no, | mean, it must be in that
system out there whether -- because we're running, we're
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dependent on what's going on at Anderson, and San
Ber nardi no, and all those pl aces.

CHAI RPERSON SHAPI RO: Well, | ast Saturday, at your
race track, at the seventh race, your tote board was show ng
all fives.

MR LIEBAU: Well, that happens once in a while,
yeah.

CHAI RPERSON SHAPI RC: That's what we're talking
about .

MR. LI EBAU: OCkay. Well, | thought it was a
little bit nore than that because it's nunmerous probl ens,
and del ays, and failures.

CHAI RPERSON SHAPI RO:  Okay, we were trying to
cover everything.

COVM SSI ONER HARRI S: Cover everything. There
have been a | ot of national press articles on the tote
systens. I don't think they were directed at any one track
but just a lot of different things that the industry's
worried about.

MR. LI EBAU: As are we.

CHAI RPERSON SHAPI RO:  Thank you.

SENI OR PARI MUTUEL EXAM NER REAGAN: John Reagan,
CHRB st aff. And if I may, sitting with me today is a new
empl oyee with the Horse Raci ng Board, since February, and |

will |let her introduce herself.
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MS. MERRI CK: Ysanne Rarick, CHRB staff.

SENI OR PARI MUTUEL EXAM NER REAGAN: Ysanne has
been working with me on -- she came to us with good conmputer
skills and we're now training her to understand horse
raci ng, the various types of handle, and all that fun stuff.

And we have prepared, for you, a new set of
reports, and we're referring to it as a staff report. And
this is a monthly | ook, nmonth-by-nmonth, that we have reports
here that this is the report for May of 2006 versus May of
2005.

And then there is a secondary report where we | ook
at the entire cunul ative racing year so far, fromthe
December 26th through the end of May, and then another
report regarding the attendance in that same period,

December 26th, through the end of May.

And then, of course, next nonth there will be a
report regarding June, and then we will bring that
cumul ative forward, also. And this is one of the numerous
projects that Ysanne is working on.

And so if you have any questions?

CHAI RPERSON SHAPI RO: Yes. | would like to thank
you, Ysanne, for working on this, and | did have the
pl easure of speaking to you | ast week.

I think it would -- |1've requested that you do

this, and this is a good first brush at it, but | would |ike
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to see that we could have this in our packet every nonth,
and that we could try to refine it down so that we, on the
Board, can have a better idea of how we're doing, and we
don't wait until the end of a meet to get a report, but that
we coul d be tracking each nmonth, each racing association,
and see how are they doing, where are we trending, and try
to add things as we go along, so that we can grow this to

i nclude other things.

I"ve seen other statistical reports that are done
by sonme racing associations, the horsemen's organizations,
and they're able to show purse generati on, comm ssion
generations, and | think if we could el aborate this, it
woul d be nore useful to us, as a Board, so that we can kind
of gauge where we're tending and what we're doing.

And if there's something that we can do in the
interim it would just be useful, rather than at the end of
a neet, and then the next year we come around and we're

li ke, oh, well, it was disappointing, next year hope it's
better.

So I'mjust trying to get better statistical data
that | think would be useful.

COMM SSI ONER HARRI S: I think it would be good if
we could get something every week, that we got e-mailed to

us, just showing --

CHAI RPERSON SHAPI RO: I think that's a great idea.
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Because | know I go through -- either |I'm Il ogging onto
people's websites, or I'mlooking at the steward's mi nutes
to try and see how are they doing, and | can't tell

So maybe that's a better idea, that Ysanne, maybe
you could give us, each week, kind of a recap of saying,
well, here are the race meets that are going, here's how
they did this week, here's how they did | ast year, week-to-
week, year-to-year, and so forth.

MS. RARI CK: Okay.

CHAI RPERSON SHAPI RO:  And | think that's what
we're | ooking for because it will be useful for us, as
Commi ssioners, to know.

COVM SSI ONER HARRI S: It would be really good
too, when we do our license applications each year, that we
get a little bit of a history of how they've done. Maybe
not just one year, but over --

CHAI RPERSON SHAPI RO: That's right. And it

dovetails into this strategic planning. Because if we see a

meet that does nothing but go down and we say, well -- and
there's an option of, well, we could change that over here
and that's, you know, should we be | ooking at that. And so

that's the point of this.
Okay, thank you very much and wel come to the CHRB.
MS. RARI CK: Thanks.

CHAI RPERSON SHAPI RO: We're now going to nove
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in --

MR. CASTRO:; Excuse me, if you're tal king about
staff, may | say sonmething?

CHAI RPERSON SHAPI RC: If it's quick

MR. CASTRO: It will be quick. And pass it on
that it was quick, because | don't really mean it to be
qui ck. I understand, or |'ve heard in the runor mll, that
Roy M nami is thinking of retirement. If that is true,
think | can speak for the industry that he's
appreciated - -

CHAI RPERSON SHAPI RO: I want to stop you. I want
to stop you that's not a subject that is an appropriate
di scussion at this time. Thank you.

Ot her business. Yes.

MS. CRYMES: Jenne-Lynn Crynes. I'd be happy to
gi ve you access to our system where you can log in and see
handl e, purse cal cul ati ons by day.

CHAI RPERSON SHAPI RO: Oh, that would be wonderful.

COVM SSI ONER HARRI S: That woul d be great.

CHAI RPERSON SHAPI RO: That woul d be wonderful. |If
you could e-mail us, we are all e-mail capable now. W are
all, now, e-mail capable. Thank you very much, Jenne
Jenne, | hope it was.

CHAI RPERSON SHAPI RO: M. Blonien?

MR. BLONI EN: M. Chairman, nmy nane is Rod
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Bl oni en. On behalf of Los Al, | would like you to
reconsider Item 7, dealing with the coupling issue, and
extend the date upon which the test would be run at Los Al,
because the way the notion passed, the experiment at Los Al
woul d end before your next meeting, and so we'd have it for
a period of time and then there would be a gap and then it
m ght be extended. So what we'd like to do is be able to
run it until July 31st.

COWM SSI ONER HARRI' S:  Yeah, or maybe it should be
until Labor Day, or sonething, to give you enough tinme
to --

CHAI RPERSON SHAPI RO: Well, | think --

MR. BLONI EN: The thinking was, M. Harris, that
this would be back on your agenda for the first meeting at
Del Mar, on the 20th of July, and that by then, hopefully,
everyone agrees it's a good thing and it would just be
permanently suspended at that point or repeal ed.

But what we don't want to do is be able to do it
for three weeks, or so, and then to have a break and then
come back and do it again, | think we should have
continuity.

COVM SSI ONER HARRI' S: Why don't we nove that we --

CHAI RPERSON SHAPI RO: Why don't we just sinply
move to amend our notion so that it goes through July 31st.

COVMM SSI ONER HARRI S:  Well, maybe we should be to
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what ever their |ast day is before --

CHAI RPERSON SHAPI RO:  Wel |,
that's fine.

COMM SSI ONER HARRI S: Yeah
they're going to have a two-week gap,
or something. As long as you can get
someday.

CHAI RPERSON SHAPI RO: Okay.

COWMM SSI ONER HARRI S: Thank

CHAI RPERSON SHAPI RC: I nove

VI CE CHAI RPERSON MORETTI: S

CHAI RPERSON SHAPI RO: Okay,

anything else the only thing we have to do is take a five-

m nute m nute of silence for the m ss
now.
(Thereupon the California Ho

Board meeting adjourned at 5
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that's going to --

because ot herw se
if they didn't have

the data straight

you all.
. Second?
econd.
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ng -- cut the thing,
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